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Caso PaAyMeNntTs For AccuMULATED ANNUAL LEAVE 


Mr. Purtures. The committee will please be in order. This is in 
the nature of an exploratory hearing based on the letter that | received 
from Mr. William G. Barr, under date of February 5, relative to the 
use of funds of the Rent Stabilization Agency to pay separation 
allowances to a list of employees. That list appears in the Congres- 
sional Record of February 4 at page 902. 

The intent of this subcommittee in this particular hearing is not 
to go into an extended investigation but, on the instructions of the 
chairman of the committee, Mr. Taber, to discover whether an 
investigation should properly be made by this committee, to find out 
what the situation is and then to determine our course from that point. 

In addition to Mr. Barr, of the Office of Rent Stabilization, who is 
here, there are present from the General Accounting Office Mr. Robert 
KF. Keller, Mr. William L, Ellis, Mr. A. A. Peter, Mr. C. P. Friend, 
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Mr. Norman E. Simpson, Mr. Edward J. Roach; from the Civil 
Service Commission, Miss Perkins, Mr. C. L. Edwards, Mr. Lawrence 
Meloy Mr. Frank J. Barley, and Miss Margaret Trickett; and also 
from the Office of Rent Stabilization, Mr. Ducey and Mr. Kaplan. 
We also have with us Mr. Kennedy, who is the assistant counsel of 
the Senate Committee on Investigations. We have present also Mr. 
Houston of our own committee staff. 

Mr. Barr, I have here your letter of February 5. I think it would 
be well to put this in the record. Did you wish to read the letter, or 
did you wish to make an informal statement outside of the scope of 
this letter, but covering the same material? 

Mr. Barr. I would like to make an informal statement. 

Mr. Puituies. Then we shall put the letter in the record at this 
pommel. 

(The letter referred to is as follows:) 


OFFICE OF RENT STABILIZATION, 
Washington 25, D. C., February 5, 1958. 
Hon. JoHN PHILLIPs, 
Chairman, Subcommittee on Independent Office Appropriations, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Puivuipes: | have read with great interest the remarks of Senator 
John J. Williams, on February 4, 1953, regarding the cash payments for accumu- 
lated annual leave which were made by the Office of the Housing Expediter in 
1950 to some of its employees 

As you know, the present Office of Rent Stabilization is the successor agency 
to the Office of the Housing Expediter. I have acted as Deputy to the Housing 
Expediter and as Deputy Director of Rent Stabilization throughout this period. 

In all candor, I must inform you that the device for cash settlement of annual 
leave credits was conceived without my knowledge. When I was informed of 
the device | considered it to be clearly unethical, and contrary to the responsi- 
bility which all Federal employees owe their Government. 

In spite of my strenuous objections, the device was carried into effect. How- 
ever, my views as to the impropriety of the procedure were so strong that I in- 
formed all of the employees under my immediate supervision that I would de- 
mand the resignation of any of them who took advantage of the device. 

Had I been in a position to do so, my views of the ethical standards required of 
Federal employees would have prompted me to insist, likewise, upon the resig- 
nation of the two officials who were responsible for conceiving and executing the 
device. 

On January 30, 1953, I was appointed Acting Director of Rent Stabilization. 
This appointment will become effective at the opening of business February 9, 
1953. Accordingly, 1 have this day notified the two responsible officials that 
they will be suspended from employment at the opening of business, February 9, 
1953. 

I can well understand that your subcommittee will be interested in the com- 
plete details of this matter, and I am most anxious to make these details avail- 
able to it. Accordingly, I will welcome the opportunity to appear before the 
subcommittee, to explain my position regarding this occurrence. 

I am writing a similar letter to Senator Joseph McCarthy, requesting an oppor- 
tunity to be heard by the Committee on Government Operations. 

Sincerely yours, 
Wiii1aM G. Barr, 
Acting Directo of Rent Stabilization, 





GENERAL STATEMENT OF Mr. BarRR 


Mr. Barr. Mr. Phillips and members of the committee, first I 
would like to say that I appreciate your prompt granting of my re- 
quest to be heard in regard to a plan whereby certain employees 
of the then Office of the Housing Expediter engaged in a practice 
whereby they were reduced in force as permanent emplovees, received 
lump-sum payments for the amount of terminal leave due them, 
and were immediately thereafter converted to a status of temporary 
employees for varying periods; subsequent to that time they were 
then reconverted to permanent employees and at the time they 
were reconverted to permanent employees they received a second 
lump-sum pavment for the amount of annual leave that would accrue 
during the period that they were temporary employees 

Mr. Putiuies. Mr. Barr, would vou mind an interruption or would 
you rather continue and finish your statement without interruption? 

Mr. Barr. I am perfectly agreeable to being interrupted, Mr. 
Chairman. 

\Mir. Puituies. It is just to clear up this point. There are on this 
list, which appears 1n the Congressional Record, 49 emplovees whose 

aration allowance amounted to from $401.75 to the largest which 
‘ently is $3,654.75. Were all of these people reemployed? 
Barr. Yes, sir 
Puitiies. And reemploved within a very short time? 

Barr. L believe the next dav. 


I 


Puituies. In addition to that, some of them were subsequently 





separated and given a separation allowance and paid a second 
separation allowance? 

Mr. Bar That is correct, sir. 

Mr. Puinures. Did it apply to all of them or would you be able to 
indicate to which of these people it did apply? 

Mr. Barr. I could get that information for you. 

Mr. Puituips. | think it might be desirable for the record to indi- 
cate the 49 people who received a second separation allowance. 

Mr. Barr. Yes, sir. 


(The matter referred to is as follows:) 
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This committee has frequently said, and has put on the record its 
feeling that accumulations of vacation time were not intended to be 
a cash gift to the Federal employee but were intended essentially for 
the purpose of health, for the purpose of the rehabilitation of the 
employee. 

Here we have a complete violation in principle, it seems to me at 
least, of what we are talking about. For that reason I asked repre- 
sentatives of the Civil Service Commission and of the General 
\ccounting Office to be present, so that we might ask them, when you 
have finished your statement, and everyone has asked the questions 
they wish to ask you, very simply how such a thing like this could 
happen with the GAO in existence and with the Civil Service Com- 
mission in existence; and also what limitations are necessary for us to 
put in the appropriations bill to prevent this sort of thing happening 
again, if this is something which we find should be prevented. 

Now, Mr. Barr, how do you think a situation of this kind could 
occur? I gathered from your letter that you do not think it the 
proper thing to do. 

Mr. Barr. If I may, Mr. Phillips, I would like to explain my 


position in this matter at the time this transaction occurred. During 
May and June of 1950 the agency was faced with the problem of living 
within its budget. The rent law at that time was to have expired on 
June 30, 1950. Asa result, in May, all employ: es of the agency were 


placed on 30-day reduction-in-force notices due, at least in my opinion, 
to the probability that rent control would expire on June 30 of that 

ar. The intention was that should it expire, notices could then be 
withdrawn as to those employees who were necessary for liquidation 
purposes. 


There was a meeting held by the Director, the Office of the Housing 


Expediter at the time, to discuss ways and means of living within the 
vet to June 30 of that Several plans were proposed. One 
was & Majo} reduction in force of the entire agency to be effected some 
time prior to Jun »() which would s ibst intially cut down the force 
t | at Was thie n in existence. \ iother play was to terminate these 
emplovees on June 25 and pay them a lump sum with the idea that 
| would he leaving the Office of the Housine Expedit Another 
pla 1 propo ed was for emplovees 1oO tale Pa week’s ePAVe witho i pay 

It is mv understanding at that time that it was permissible to take 
such an action 

Mr. Puiturpes. You mean that it is not now? 


é me “ae 
JARR itis m understanding itisnot now aweek s leave 


r. B 
Mr. Puitiires. May I ask Miss Perkins if that is so? 

Miss Perkins. I am sorry, Mr. Chairman, I did not hear that last 
statement. 

Mr. Puinturps. At the time this was discussed in 1950, the statement 
of the witness is that it was permissible to require emplovees to take a 
week’s leave without pay, but that that is not permissible today. 

Mer. Nii LOY. It is permissible if the empiovees are willing. The 
Commission has had 3 propositions in the last 6 months put to it by 
agencies where they could take a furlough of 2 or 3 days across the 
board to meet budget requirements. We have said that it is per- 
missible if it goes across the board completely from the top to the 
bottom, with no selection. 

Mr. Puituips. Continue, Mr. Barr. 
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Mr. Barr. During that period I opposed the plan of permitting 
emplovees to receive lump-sum payments (I believe I can substantiate 


contentlo if thev were ing to be rehired in any status what- 

soever and continue on in the employ of the agency. 

\s a es thre deci Tay Ot thre hye ’ O! the agence s was to take the 
oe ts. 4 _ vitho {-pDar nls vhich was done 

| Wolle li! to explal i this point, in order to clarify my position 
for vou gentlemen, that I was special assistant to the Housing Ex- 
pedl I in lvisol capacity to the Housing Kexpediter. 

Mr. Puitups. Do vou mean by that that vou were, in effect, the 
No. 2 man 1 thre Ao cv? | th: what it amounted to? 

Mr. Barr. At the time I was not journalized as such from a per- 


sonnel pol of view, but a directive had been issued from the head of 
the Agency some time prior to this period, in January of that vear, 


which stated that I was to coordinate the activities of the various 
divisions of the Agency, so it was recognized at least in the Agency 
that | was acting as second in charge. 

Mr. Puiturpes. It is my recollection of the activities of the Agency 
that Mr. Wood spent a good deal of his time traveling around the 
United State with no partic ilar benefit to the taxpavers and that 


some! ody must have be nim charge of the Ag hey during his absence: 


was that vou? 

Mr. Barr. No; when Mr. Wood was out of town, at that time the 
General Counsel became Acting Director of the Agency. 

Mr. Pariuips. Was the General Counsel Mr. Edwin D. Dupree, Jr.? 

Mr. Barr. That is correct, sir 

Mr. Puriurps. I see on this list that he received $3,654.75; I pre- 
sume he did not hand down an opinion that this was not legal, did he? 

Mr. Barr. If I may, I will get to that point; that is right, there is 
no written opinion rendered by him that it was legal or illegal, to my 
knowledge. 

As nearly as I can ascertain, some time during the latter part of 


June. before June 25, Vi hen these notices were to become effective, 


one of the members of my immediate staff came to me—and as | 
pointed out, I was special assistant; I had four people on my immediate 
staff at the technical level; that does not count secretaries—and he 
asked me whether I knew of this practice that was going on in the 
national office whereby emplovees were going to permit themselves 
to be terminated as permanent employees, receive lump-sum payments 
and then immediately be rehired as temporary employees, with the 
idea in mind of subsequently being converted back to permanent em- 
ployees, should the program be extended beyond June 30. 

Mr. Puitures. Was anything said about the practice in agencies 
other than yours? 

Mr. Barr. No, sir; not at that time. I immediately went to Mr. 
Woods and asked him what about this practice, that I knew nothing 
about it and that the plan of a week’s leave without pay was the plan 
that was adopted. Hestated he had forgotten to inform me that some 
time during the first week in June our director of personnel, Mrs. 
Matteo, had come to him and said that the General Counsel of our 
Agency was in need of funds to make a down payment on a house and 
that there was a plan—this plan we are discussing here—wherebythat 
person could receive funds equal to the amount of leave that he had 
accumulated. He informed me also that he had asked Mrs. Matteo, 
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our director of personnel, whether it was legal and Mrs. Matteo had 
informed him that it was. 

| stated to Mr. Woods that in my opinion he should not have per- 
mitted it to be done in that case, that whether it was legal or not | 
did not know, but in my opinion at least it thwarted the intent of 
Congress in the use of annual or terminal leave funds 

I further informed him that I had heard——I did not know, but I 
had heard through one of my immediate subordinates that the prac- 
tice was going on in the Agency not only for this person but for numer- 
ous other people in the agency. 

Mr. Paiturps. Mr. Barr, how many employees did the Agency have 
at this time? 

Mr. Barr. Throughout the country approximately 2,600, as I] 
recall, Mr. Phillips. 

Mr. Patties. | am somewhat curious about the fact that only 49 
people out of 2,600 benefited by this idea. Why did the Ageney 
discriminate against the other 2,551? 

Mr. Barr. Sir, | am sure anyone can draw their own conclusion. 
My conclusion is that all employees were not informed because at 
least some of those responsible for advising the Director had serious 
question in their own minds, perhaps not as to the legality, but cer- 
tainly as to the propriety and ethies of what was being done. That is 
my own opinion. I cannot establish that fact, except that there cer- 
tainly was no open communication sent to all employees throughout 
the country that such a plan was permissible, if an employee desired 
to participate in it. 

Immediately after my conversation with Mr. Woods, I returned to 
my own office and called my immediate staff together _ stated that 
| understood that this plan was permitted at least in 1 case, that Mr. 
Woods was surprised that more than 1 employee was wratininatines in 
the plan but, so far as my immediate employees were concerned, I 
would take action to dismiss any of them who took advantage of the 
plan. 

Mr. Parties. On what grounds could you have dismissed them? 

Mr. Barr. I do not know; on the grounds of the ethies involved. 
That was my feeling. I do not know whether I was right on the legal 
eround or not. I assumed it probably was legal in view of the fact 
that our own General Counsel was participating a it. Certainly to 
me as a layman, at least in my own judgment, and as a Government 
official, it was not an action that could be defended knowing what the 
intent of Congress was in regard to the use of terminal leave 

So the plan was executed and, as I pointed out, the employees, some 
or all of them, were subsequently reconverted to permanent status. 
In some cases the lapse was as much as 5 months. 

| would like to point out at this time 

Puituies. What would you say was the shortest period of 
time—do you mean they were immediately reemployed? 

Mr. Barr. Yes. 

Mr. Puruuies. And then placed back on the permanent rolls? 

Mr. Barr. Yes. 

Mr. Puiturrs. What would you say was the shortest time before 
anyone was returned to the permanent rolls? 

Mr. Barr. I do not know, Mr. Phillips. I think the general 
period was 5 months. 
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Miss Perkins. We disagree with it, too. 
\ir, PHILures. Very well. In this case that we have at hand that 
a Barr is citing, these people were taking money which had been 
accumulated to pay tor annual leave. In that case do you say that 
hav hs . tala AeA ne ith nav? 

they have taken vacations with pay: 

Miss PERKINS. They have taken their accumulated annual leave 
Pres imably they did not take the vacations to which they were 


M 


entitled. 
Mr. Puriurps. That is, they did not actually stop work? 
Miss Perkins. No. But the man who got $3,600 allowance for 


accumulated annual leave undoubtedly had taken no vacation during 
at least 2 or perhaps 3 previous years and had accumulated a great 
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deal, therefore, and at one time the Government encouraged that 
because they did not want the people to leave the work. 

Mr. Puitures. That is not quite the issue. Mr. Barr, as I under- 
stood him, said that this proposal was that these people should take 
a vacation with pay, actually stop work. 

Mr. Barr. That is correct, as | understand it; leave with pay. 
They would not come to the office, but they would be paid out of 
leave funds 

Mir. Barr. May I ask Mr. Ducey to clarify this? 

Mr. Ducsy. The appropriation for this year did not segregate any 
funds of this agency for terminal-leave payments as such. In our 
internal budgeting distribution we had a certain amount set up for 
salaries of operating personnel, and another amount set up for the 
anticipated terminal-leave-payment obligation which will exist on 
April 30 

In the recent budget discussion which Mr. Barr was describing, 
it was brought out that we would have something like a little over a 
million dollars available in funds on April 30 to meet terminal-leave 
obligations, but if our emplovees took no annual leave between 
January | and April 30, we would end up owing them something like 
$2 million. Therefore, if Mr. Barr or any other employee took 
annual leave between January and April 30, he would actually be 
on annual leave and getting his pay check, but he would be reducing 
the anticipated terminal-leave obligation come next April 30. 

Mr. Purtiurps. | can see the end result very clearly, but I still think 
that you put some of these people on leave without pay, which you 
sav cannot be done unless you put everybody on it. 

Mr. Barr. Th . 

Mr. Menoy. The furlough they are talking about was a furlough 


without pay; people would take 2 days, throughout the ageney, with 


is was not leave without pay. 


no pay at all. 

Mr. Barr. I do not want to prolong this, but just one more point. 
The leave-without-pay plan was executed in June of 1950. This plan 
of leave with pay is being executed now There is a distinction 
between the two plans. The plan that was executed in June of 1950 
and the plan that is being executed now—there is a distinction 
ey tween them 

As I was saving, Mr. Madican, our man in charge of administrative 


¢ 


matters, recommended that each emplovee be apportioned an amount 
of annual leave that he would be forced to take prior to April 30. 

Mr. Puriures. Approximately what date was this? 

Mr. Barr. Approximately 3 or 4 weeks ago, Mr. Phillips. His 
original suggestion was that those employe ‘'s who had, let us say, 
90 davs’ leave be required to take 30 days prior to April 30; those 
employees who had 60 days’ annual leave be required to take say 
15 days prior to April 30; and those employees who had 30 days be 
required to take 7 or 8. 

Immediately the employees, including some of those who were 
on my immediate staff back in June said, ‘This is a fine thing. My 
emplover, my immediate supervisor would not permit me to take 
advantage of the plan then and now a man who had taken advantage 
of the plan is suggesting that I take 30 davs while he only has to take 
10 or 15, because he bad not got 90 accumulated any more. He 
took it all out in June of 1950. He has accumulated back up to say 





443 


45 days again, because he is governed by the cutoff date on the amount 
of days he had accrued—the date exactly which I cannot recall, but 
prior to June of 1950.” 

I reviewed the situation for the then Director of Rent Stabilization 
as to what had happened back in June, 1950, who was not connected 
with the Agency in any phase at that time and only became connected 
with it in September of last year. His name is Mr. James Mel. 
Henderson and he supported my feeling in this matter, in that he 
recognized that it would be eminently unfair to request the employee 
who did not take money out in June of 1950 to now take leave in an 
amount much greater, proportionately, as compared to the employees 
who now had less leave accumulated, only because they had taken 
lump sum payments in June 1950. 

As a result, Mr. Henderson’s instruction was that there would be 
a forced leave-with-pay program, but it would be the same number 
of days for every employee, regardless of the amount of leave he 
had accumulated. 

The next time that this matter was called to my attention was 
last Wednesday when Senator Williams made a speech on the floor 
of the Senate in regard to this and included in the record a letter 
signed in my name, to which you have referred. 

Senator Williams wrote a letter, which was received in our Agency, 
a week ago Friday, specifically asking about this plan that he under- 
stood had been executed in June 1950. I did not see the letter, 
according to « ablished procedures, as it was dealing with ! udg cary 
matters and should first be gone over by the people respo isibie for 
budgetary and personnel matters, but, then, certainly it should be 
reviewed and signed by the head of the Agency before being dis- 
patched to the Senator who made the inquiry. 

On Monday morning, I attended a meeting of the Office of Defens« 
Mobilization and upon my return at noon, I found a copy of this 
letter that had been sent to Senator Williams, without my knowledge 
or consent. 

I immediately inquired as to how the letter had been sent to Senator 
Williams and was informed that a secretary in my office had signed 
the letter, upon the suggestion of Mr. Madigan, because of its urgency. 

My position is that a letter of that importance, and knowing full 
well my position in the matter, should certainly have had my review 
before being sent out, in view of the fact that I was in Washington 
and there was knowledge of where I was 

A literal reading of the letter, in my opinion at least, might indicate 
that the writer defended the plan. 

It so happened that only a very short time prior to this letter I had 
been designated to become Acting Director of Rent Stabilization, 
effective yesterday. Last week, 1 was Acting Director only because 
the Director was not in the city, but I had been designated this Mon- 
day as Acting Director of the agency, because there is no Director; 
and, therefore, 1 am fully responsible for the actions of the agency. 

Senator Williams made a second inquiry in which he asked for a 
breakdown of the funds that were taken out by employees. That 
letter, I did sign, because it was purely a question of fact as to what 
had happened, and I sent that letter. 

Mr. Puimuips. We do not have a copy—am I right? 
or is that the letter I have here? 


of that letter, 
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VIEW OF PERSONNEL ACTIONS CONDUCTED BY 
(COMMISSION 


we ask Mr. Thomas’ questi 
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Mr. Epwarps. Yes, sir. There were a few who had been given 
their permanent reinstatements before September 1. 

I have a list here of when all these actions were taken, which would 
not have anything to do with the leave issue, but there were several 
of them who had been permanently reinstated before September 1. 
They had prepared to reinstate on a permanent basis some of these 
other employees after September l. 

Mr. Yares. When did the Whitten amendment become effective? 

Mr. Enwarps. September 1, 1950 

Mr. Puriurpes. Let us not get involved in a lot of dates as to when 
this person or that person went back on the roll Let us find out what 
the civil-service regulations say on the technical procedure that is 
involved in taking a man off a pavroll today and paying him a cash 
sum for an accumulation of leave and putting him back on the payroll 
the next day and allowing him to start again accumulating leave as a 
temporary employee, but who for all intents and purposes is actually 
a permanent employee. 

Miss Perkins. We think that is a most unusual circumstance. 
I know of only one other case where that has occurred, and that was 
in the Army, involving civilian employees, and we are not as clear on 
the results of that as we are here today on the matter in the Office of 
the Housing Expediter. What ordinarily happens when people are laid 
off from a permanent position is that they are really laid off and do not 
continue at work. If they have accumulated annual leave they are 
entitled to be paid in one lump sum whatever the days of leave would 
amount to in pay money. Ordinarily they then go out to hunt for a 
job. They may find a temporary job in another agency, and they 
take it becaus they need any job they can get. , 

In such a case, the Comptroller ruled in 1946, there were two separate 
e systems, one for permanent and one for temporary employees. 
In the Comptroller’s ruling he stated they could not carry their leave 
from the permanent system over into the temporary system. 

Without regard to the wisdom of the Comptroller’s ruling on that 
matter, it does make for some confusion. Employees think, naturally, 
if they are ever to get any leave money, they had better take it 

] 


lean 


immediate ly when they are laid off. 

Th *\ vet the money val if of their accum late ({ annual leave and 
find another job which may be temporary. That is not an uncommon 
pattern and we have thought it unwise to make too stringent rules 
bout what the agency is to do in that respect, as it will be a great 


handicap to the agencies in getting their work done within their 
appropriation limitation. There are many jobs that are only tem- 
porary in nature. 


Mr. Puiuures. Why should you not have a regulation, or why 
should not this committee have a lin itation in its bill that when a 
son, takes annual leave, which means vacation time, he should not 
ain be reemployed by the Federal Government until a sufficient 
time had elapsed to represent the time for which he was paid? 

Miss Perkins. Well, I suppose the reason for that is that some 
ney wants people very badly and this man who is out of work, 
wants a 1ObD very ba 1] and he takes a temporary iob. We try to 

ist the agencies and fle» ibility is essential at times, 
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The Comptroller General has ruled if the temporary job lasts more 
than 90 days, the employees must refund the Government for what- 
ever his unused annual leave has been. 

Mr. Puitures. That is along the line of what I am asking. 

Miss Perkins. That is now the rule, 


RULINGS OF COMPTROLLER GENERAL ON LEAVE PAYMENTS 


Mr. Paitures. Under the Comptroller’s ruling you have a limit. 
You can take this money you have, but if you go back to work in less 
than 90 days, you have to refund money to the Government? 

Miss Perkins. If the job is for more than 90 days. For low-paid 
people, it is very painful to refund the money. 

Mr. Puiuures. Here are people who never left their jobs. Why 
should not all these people refund to the Government the $86,260? 

Miss Perkins. Because of the date—the Comptroller’s ruling was 
made after the law of 1951. Congress amended the leave law in 1951 
and made considerable changes in it and then after that, the Comp- 
troller made this ruling. 

Mr. Epwarps. Under existing leave law, if this transaction had 
been accomplished the way it was, these people would not have gotten 
any lump-sum payment, beacuse if under the present leave law a 
person goes without break in service from a permanent to a temporary 
position in the same agency, his leave is transferred and goes over to 
the temporary employment. He does not get a lump sum under 
existing law. But, if the person had a break in service of 1 or more 
days and was rehired, he would not earn annual leave in his new 
temporary employment, provided it was less than 90 days. 

Mr. Putuures. Let us move rapidly into the General Accounting 
Office phase, because, as I said at the beginning, I look upon this as a 
sort of exploratory hearing to see where we go from here. 

Who is the representative for the General Accounting Office? 

Mr. Ketter. | am here from the General Accounting Office. 

Mr. Putuurps. Mr. Keller, what has the General Accounting Office 
been doing while this has been going on? 

Mr. Keiser. Mr. Chairman, it was possible for a situation such 
as this to come about as a result of the 1944 Lump-Sum Leave Act 
and an interpretation made by the Administrative Office of a decision 
of the Comptroller General in 1946 in an entirely different case. The 
1946 ruling was to the effect that when a permanent employee transfers 
to a temporary position he is entitled to be paid a lump-sum payment 
for the leave accumulated while in a permanent position. 

The reason for the ruling was that a temporary employee and a 
permanent employee were under different leave systems within the 
meaning of the 1944 act. A temporary employee earned two and 
one-half days a month, or thirty days annual leave each year. <A 
regular employee twenty-six. 

The 1944 act specifically provides where an employee goes from 
one leave system to another, he shall be paid for accumulated annual 
leave. Of course the leave paid for is not transferred. 

When our ruling was made in 1946, I am sure no one had in mind any 
wholesale operation like we have in the case under discussion. I 
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think the 1946 ruling is the one which the Rent Stabilization Office 
relied on when they adopted the plan. 

Mr. Patuuies. Is it your contention that this incident in the Rent 
Stabilization Office is legal? 

Mr. Kevier. If you considered the situation on its face, without 
anv of the motivating factors behind it, I might say “Yes.” But in 
this case I think we have a serious question of bad faith. IT am not 
prepared this morning to say definitely whether the cases are legal 
or not. We are considering that at the present time 

Mr. Putuurps. I think the moral influence upon Government em- 
plovees should be considered 

{re you willing to say this morning you have no grounds to explore 
the possibility of recovering this money? 

Mr. Kevtier. Definitely not. I think we have ampie grounds to 
question the legality and in turn consider the possibility of recovery 
I said, Mr. Chairman, that I am not in a position this morning to say 
whether it is illegal or is legal ; 


Rerorts ReckIVED BY THE CivIL SERVICE COMMISSION 
OF PERSONNEL ACTIONS 


Mr. Tuomas. | think the point has been plowed around, but | 
would like to know how in the world the Civil Service Commission, 
which has six or seven hundred thousand dollars a yvear—maybe it is 
more than that, sav, $1'5 million—for post audits, could fail to dis- 
cover in a little agency here of 1,800 people that here in the District of 
Columbia 40 or 50 people resigned and then went back to work the 
next day and were still working, either in a converted status to per- 
manent or still indefinite? 

Now, did the Civil Service Commission have any authority in the 
matter of rehiring, that is, any time after they were fired or after they 
resigned? That is the No. 1 question 

bid they have to come to vou for permission to remstate them 
after they resigned? 

Mir. Putuures. Did the Civil Service Commission again get these 
hames as new employees and make ais eifort to check the accounts 
of the e nplovees? 

Mr. Tuomas. Did they advise vou, or ask vour permission to 
rehire them? 

Mr. Epwarps. No, sir The Civil Service Commission rules 
permit the further Federal employment of any employee who has a 
competitive status. If he is terminated, he may be rehired by any 
agency in any position for which he meets the qualification standards. 

Mir. THomas. That answers question No. 1 You had no author- 
ity it was not the duty of anvone to notify vou that these people 
had resigned and that they were being reemploved the next dav, is 
that correct? 

Mr. Eowarps. They had the authority to hire them, sir, and they 
were required to make a report of the termination and a report of 
any further reinstatement 

Mr. THomas. All right, did they make that report to you? 

Mr. Epwarps. They did make some reports; ves 

Mr. THomas. Well, did they make that report to you that these 40 
or 50 people had voluntarily resigned on, say, Monday night, and 
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they had been rehired on Tuesday morning? Did they make that 
report to you? 

Mr. Epwarps. They made all the reports they were required 
to make. 

Mr. THomas. The answer is either ‘‘ Yes” or “No.” 

Mr. Epwarps. Normally, we do not get reports of temporary 
hirings. 

Mr. Tuomas. | am not asking vou what is normally done or abnor- 
mally done, | am asking vou in this particular case, were vou notified? 

Mr. Puiturps. Let us make it clear 

You have just testified that they are required, as I understand it, 
to report to vou on the hiring of people 

Mr. Tuomas. Did vou get that report? 

Mr. Puiturps. Did you mean that is done on only temporary o1 
permanent employees, or do vou mean all emplovees? 

Mr. Epwarps. The Personnel Action form, which is made out at 
the time of appointment, is not required for strictly temporary 
employment. They do not need to send it to us. Our records how 
ever show that these people were rehired. 

Mr. Tuomas. In other words, vou were notified that they were 
rehired? 

Mr. Epwarps. Yes, sit 

Mr. THomas. The third question is: When vou went back in there 
to make your postaudit, what did vou do about it then? 

Mr. Epwarps. Our inspectors discovered that there had been 49 
people who had been terminated and rehired 

Mr. Tuomas. Did you discover that they had taken out some 
eighty or ninety thousand dollars? 

Mr. Epwarpbs. No, sir; we did not 

Mr. THomas. Why not? 

Mr. Epwarpbs. For the reason that the Commission was inspecting 
solely from the legality of the personnel actions and not with respect 
to the fiscal records. 

Mr. THomas. Well, did not the records vou examined disclose that 
these people had taken out that money? 

Mr. Epwarps. No, sir; we do not inspect the payroll records or the 
fiscal records. 

Mr. Puiuures. What were vou inspecting when you made that 
audit? 

Mr. Epwarpbs. The personnel actions 

Mr. Puitures. Just a check of whether or not they were properly 
rated and whether or not their job descriptions were correct? 

Miss Perkins. Yes, sir; and whether they had been appointed off 
proper lists. 

Mr. Putiurps. That is a very simple check. 

Miss Perkins. Yes, sir. 

Mr. Tuomas. Did you gain any knowledge at that time that these 
people had been paid, and was it not a part of your official duty to find 
that out? 

Miss Perkins. Well, no, sir. I do not believe it was, because we 
have an understanding with the General Accounting Office that they 
audit the payroll records, including leave records. 
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Mr. Tuomas. Let me ask you this question. About that time did 
you have any knowledge or had you heard any rumor that this prac- 
tice was going on in this agency or any other agency? 

Mr. Epwarps. I think, sir, I should say, ‘‘No.’’ Our inspectors 
did not bring any of that to our attention. The inspectors’ report 
does not make any reference to the fact that these people were paid 
a lump-sum payment, or that they were released one day and went 
back on the roll the next day. 

Mr, Tuomas. Your inspector did not find it out? 

Mr. Epwarps. No, sir. 

Mr. Puitures. Mr. Thomas, the chief of the inspectors is here and 
perhaps he can answer these questions. 

Mr. Toomas. What were your inspectors doing all this time? 

Mr. Baruey. Inspectors do not avdit pay accounts. They do 
audit a pumber of things that you mentioned such as whether or not 
people are qualified to be promoted by the agency or to be appointed, 
or if reductions in force are properly conducted, and in this case we 
were concerned about 

Mr. Tuomas. Mr. Inspector, regardless of what you were concerned 
about, was it not generally whispered around among Federal employ- 
ees that this was going on? 

Miss Perkins. We never heard it. 

Mr. Tuomas. Was not all this subterfuge being whispered around 
in 2 or 3 agencies? 

Mr. Barutey. No, sir, Mr. Thomas; I can say “absolutely no” to 
that, as far as my knowledge is concerned. 

Mr. Tuomas. What about your inspectors’ knowledge? 

Mr. Bartey. As far as my inspectors are concerned, I can say 
“Nio.”’ 

Mr. Tuomas. I notice you sent a very strong letter up here on 
January 3 as a final report of the Commission, loudly proclaiming the 
injustice of congressional action in requiring people to take their 
annual leave when it accumulated and suggested further that the 
iniquitous and bad legislation should be repealed. Are you still of 
that opinion? 

Miss Perkins. Mr. Chairman, that was Mr. Rampseck’s report. 

Mr. Tuomas. Does that represent the opinion of the Civil Service 
Commission on the matter? 

Miss Perxtns. The Civil Service Commission has not in recent 
weeks discussed matters of future policy. 

Mr. Tuomas. I presume that letter was written about the time 
Congress met and Congress met on January 3 and it came up promptly 
January 3. So, that has not been too long ago, and was signed by the 
then chairman. 

Miss Perkins. I think the question with regard to the leave situa- 
tion is still confused and the Commission was never unanimous with 
regard to the amendment of 1951. 

Mr. Tuomas. I would like to know in your opinion just what it 
costs the taxpayers a year, not to pay the annual leave, but how much 
it costs just to keep the records of accumulated leave from year to 
vear? Do you have any idea? 

Miss Perkins. I have no idea. I think somebody could make a 
cood guess at i. 

Mr. Tuomas. It runs into a sizable sum; does it not? 
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How many people do you have employed in your own agency 
in the Civil Service Commission itself keeping up with annual leave 
records? 

Mr. Epwarps. The annual leave records are kept in the different 
sections. It is part-time work of the secretary, or some other employee 
in the section. 

Mr. THomas. Would you pre us the number of employees in your 
agency who do that work? [t all adds up that they devote their time 
Lo keeping those records. 

Mr. Epwarps. It would add up to 2 or 3 man-years, because it is 
part-time duty of some clerk, who in 30 minutes every 2 weeks brings 
the leave records for the section up to date. 

Mr. Tuomas. Of course, the leave record clerk puts down what the 
top man says, and the GS—2, GS-3, and GS—4 usually does not ac- 
cumulate any. It is from the GS-12 on up to the GS-18 that alway: 
accumulates the leave; is it not? 

Mr. Puiuuips. I think you should have continued with one more 
question, Mr. Thomas, and that is, why, out of 2,600 employees only 
49 received this special consideration. 

It seems to me that the inspectors for the Civil Service Commission 
should have discovered that, even if they did not discover the amount 
of money involved, which does not seem to be within the province of 
the inspector, but it seems to me that here was a situation involving 
the taking of leave and the immediate rehiring and it did not occur 
to any of your inspectors that it was rather odd that this was only 
taking place in the topflight jobs of the Agency. 

Mr. Barutey. Mr. Chairman, the inspector did not know of the 
lump-sum payments which were made. He did not audit the leave 
records. The person could have been in a position which carried 
the same leave rate, or the leave money could have been returned. 

Mr. Puituips. We will admit that, but what we are asking is, Did 
it not occur to him there was anything unusual in 49 people out of the 
Agency going off the payroll one day and coming hs ack the next day? 
That is part of your job. 

Miss PERKINS. There is no rule against that and therefore our 
inspector checking the regularity of appointments, in conformity to 
and guided by the regulations, did not see any significance in this. 
You see, this all took place 

Mr. Puitures. You mean it is a common thing in gove rnment for : 
person to leave his job one day and come back the next day’ 

Miss Perkins. No, sir; it is not common, but this took plac ice, if you 
remember, in the year 1950, when the C ongress did not pass the ap- 
propriation bills until the end of August. 

Mr. Puiuurpes. That is right. 

Miss Perkins. And with the end of June at hand, every agency in 
this Government was wondering what to do next and disturbed and 
looking to see how they could keep on operating and wondering what 
would be proper to do. 

It was at the very end of June—I think the 29th or 30th—that 
Congress, by resolution, permitted the agency to anticipate enough 
appropriation money to authorize the payment of the salaries until 
Congress got around to appropriate the money. But, in every agency 
there was considerable disorder and confusion, and people were being 
laid off and reductions in force were being run and temporary people 
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were being hired, because that did not obligate the future of the agency, 
So, there were unusual actions being taken, but we did not hear, nor 
did I ever hear, that there was anything irregular going on. 

Mr. Puruuies. That is what I was going to ask about. It was in 
1950 that this took place and the Civil Service ¢ ‘ommission received a 
letter from the General Accounting Office, or information, that in 1949 
the Army had paid for accumulated leave to some 3,000 employees in 
1947, 2 years prior to the letter, in regard to the same situation that 
we are talking about today 

Mr. Epwarps. I think I have seen the file. I know that it was 
either in 1948 or 1949, I do not remember which, that we received a 
letter from the General Accounting Office telling us that they had dis- 
covered in their audits that a sizable number of employees—the exact 
number I do not recall—who were employed under the provisions of 
schedule A of the civil-service rules, in Puerto Rico, at a base outside 
the continental limits of the United States, had been given lump-sum 
payment for their leave and reemployed on a temporary basis. 

Mr. Puruuies. Which is the same as this case 

Mr. Epwarps. Yes, the same situation, except that I think most 
of the Army people were left under their temporary appointments for 


approximately a year and then brought back to what they called a 
regular excepted status. But, the Commission’s answer at that time 


to the General Accounting Office was— and the only question raised by 
the General Accounting Office was whether this was proper under 
Civil Service procedure that these people were excepted from Civil 
service requirements and as excepted employees the Civil Service 
Commission had no jurisdiction as to the manner of their employment, 
separation, and reemployment. We had no jurisdiction, since they 
were excepted positions That was the answer at that time 

Mr. ANpREws. Was the General Counsel a grade 15? 

Mr. Epwarps. I think so 

Mr. Anprews. He resigned a 
in terminal leave pay, then went 
Counsel at a grade 15? 

Mr. Epwarps. Yes, sir 

Mr. Anprews. Mr. Inspector, was that unusual? 

Mr. Baruey. Yes. Getting back, Mr. Chairman, to the same 


question of 


ade 15 on one day and drew $3,800 


back to work the next day as General 


a while avo, we did not see the records on that question 
Mr. ANprews. But you saw where a grade 15 had resigned a perma- 
nent job one dav and was rec moloyved the next day in a temporary 


vrade 15; 1s that right? 

Mr. Barugy. That is right 

Mir. Anprews. Is that unusual? 

Mr. Bartey. Well, it is unusual in most agencies 

Mir. ANpDREws. And, then, within 2 months he was made a perma- 
nent grade 15? 

Mr. Baruey. This particular agency, vou see, was under uncertain 
legislation | believe this will be cleared when the GAO speaks. 

Mr. ANprews. Let the GAO speak now It is clear to me now 
I do not think it is at all legal and ethical and I svmpathize with those 
who did not get that money under plan X 

Mr. CorTron. Before vou leave the matter of the Civil Service 
Commission, do I understand that the Civil Service Commission 


and its inspectors now cannot tell this committee and have no know!l- 





453 


edge as to whether this practice has taken place in any other agency 
of the Government, except these two instances that have been men- 
tioned to the committee this morning? 

Mr. Barutey. We know of no other, sir 

Mr. Corron. Have you made any attempt to ascertain whether 
there are any others? 

Mr. Baruey. We have not. I seem to be evading the question, 
but I am certainly not trying to. We have not determined what 
money has been paid to anyone. We never determine what money 
has been paid, or what money has been refunded. We do determine 
the type of appointments made and whether they are made in aec- 
cordance with the regulations 

Mr. Corrox. Do you ever get complaints from Government 
emplovees that they have been discriminated against or have not 
received money that was due them? 

Mr. Baruey. Yes, sir. 

Mr. Corron. Do you take action on those complaints? 

Mr. Baruey. Yes, sir; we follow them up every time we go in on an 
inspection, 

Mr. Corron. Is it your concept, and, perhaps, this is not for you to 
answer, but is it the concept of the Commissioners of the Civil Service 
Commission that the duties of this Commission are to look after the 
interest of the employees of the Government, but not look after the 
interests of the employers—the Government or the taxpayers? 

Miss Perkins. Is that our concept? 

\MIr. Corron. Yes. 

Miss Perkins. No, sir. Our primary duty is to see that the 
agencies who operate the Government have all the advantage that is 
possible under the law. The emplovees by the laws of Congress have 
certain rights and privileges, as well as duties, and we must see that 
they are enforced, but our primary duty is to see that the agencies are 
supplied with qualified personnel who are properly promoted and not 
improperly assigned to tasks for which they are not qualified 

Mr. Corron. Then, why would not the Inspection department of 
the Civil Service Commission be as zealous in running down a situation 
of which they have had notice where the Federal Government, if not 
being legally defrauded is being actually defrauded, as it is in running 
down and seeing to it—and, of course, that is commendable—that 
employees of the Government receive their just deserts? 

Miss Perkins. The Civil Service Commission is as zealous. We 
had no information with regard to this. If we had discovered any 
irregularities, by pure accident, we would have reported them to the 
Comptroller General. This item is expressly excluded from = out 
duties—that is, to look into fiscal arrangements of any agencies 

Mr. Corron. Then we are back where we started, that the concept 
of the obligation of the Civil Service Commission is to look after 
these other matters, and that the General Accounting Office is thy 
only agency chare «| with the obligation to see to it that emplovees 
of the Government do not defraud the Government? 

\liss Pi RKINS No: | could not agree to that statement as to the 
concept of the Civil Service Commission’s obligation 

Mr. Corron. Then you do have the duty? 

Miss Perkins. We have a duty to report to the Comptroller 
General if we learn of any financial irregularity, but it is not ou 
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duty, nor are we permitted to examine into or audit the financial 
transaction; but if we should hear by gossip it would be our obliga- 
tion, if it were verified gossip, to send it to the ( ‘omptroller General. 
We did not in this instance hear of any such gossip. 


PosITION OF THE CIvIL SERVICE COMMISSION IN CONNECTION WITH 
THE THOMAS AND WHITTEN AMENDMENTS 


Mr. Corron. Mr. Thomas has already mentioned the report made 
to the Congress by the Civil Service Commission, I believe, bearing 
the signature of Mr. Ramspeck. But, nonetheless, it is an official 
report to the Congress by the Civil Service Commission, is it not? 

Miss Perkins, I suppose so. 

Mr. Corron. That report has been hailed all over the country by 
the civil-service employees as a great document. I have that before 
me, and with your permission, Mr. Chairman, I want to refer to it 
inamoment. Ihave before me a résumé of it in a Federal employees’ 
publication, in which it is stated that the Civil Service Commission 
has proposed to the new 83d Congress a comprehensive series of 
recommendations to advance Federal employee benefits and to 
improve civil-service operations. It goes on to say that this is ‘one 
of the most comprehensive reports and series of recommendations” in 
the history of the Civil Service Commission for improving civil 
service, and then it reviews the report. Two of the recommendations 
in that report from your Commission to the Congress are: One, repeal 
of the Thomas leave rider, and another, repeal of the Whitten 
a 

Now, in your testimony this morning you have referred to the fact 
that wal in practices have become more difficult under the Whitten 
amendment. It would also seem obvious to me that if this shenani- 
gan is not illegal certainly it is immoral. We have had two instances, 
which would be a monumental justification of the Thomas amendment, 
so I wanted to ask you this question: After these developments, is it 
still the formal, studied recommendation of the Civil Service Commis- 
sion that Congress repeal the Thomas amendment and the Whitten 
amendment? 

Miss Perkins. Mr. Chairman, as I tried to say before, the Com- 
mission in this interim period in which we have to operate, has taken 
no formal action with regard to this matter; nor have we since this 
revelation with regard to how annual leave had been used in the Office 
of the Housing Expediter. No agency has discussed the matter. 
This is as new an idea to us as it is to you, and we shall undoubtedly 
discuss it later. We shall also discuss the Thomas rider with reference 
to whether it would have had any effect on this operation. 

Mr. Corron. Would it be unfair for me to ask you whether you 
personally feel that the Thomas rider or the Whitten-amendment 
shoul | be repe ale d? 

Miss Perkins. I think it would be unfair, sir, since I cannot speak 
for the Commission in this instance, my one colleague being out of 
the city. 

Mr. Corron. I was not asking you to. You would not care to 
discuss it personally? 

Miss Perkins. Personally I think the accumulation of leave is a 
good thing, and I would recommend it as having advantages for the 
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operation of the agencies, as well as for the preference of the individ- 
uals; I would recommend permitting the accumulation of leave 
from year to year. I do not believe that the cost of keeping the 
record is very large, and the advantages are this: That the agency 
which permits the accumulation of leave has a greater leeway in ¢ asking 
people to give up their leave, or not to take their leave at a particular 
time, because they are in the midst of a difficult or emergent situation, 
and we cannot operate without a full staff. If accumulation is possible 
_ employees can be asked to wait until next year to take their leave, 

r be asked to take a week now and a week next year. In that way it 
me ‘rmits of great leeway or flexibility in the operation of the agency. 

As to the employees, it is a very important matter. We have no 
such thing as “excused time off” in the Government service. If the 
employee has to go to the county seat, for probate or has to attend to 
complete a transaction involving a sale or buying a house, or has’ to 

carry on any other private business, or has any personal problem, 
or any family problem, he can now take a day off on annual leave 
since there is no excused absence. He takes a day or two off which 
is charged to his annual leave. 

\ large part of the annual leave is used by most people in the 
given service in that manner, and they take their vacations 
when they get around to it. Most people in the Government prefer 
to accumulate a part of their annual leave for a very legitimate 
purpose. Each one has his own reason, often for some important 
situation in which the employees may be obliged to take a longer 
time, often a month or 6 weeks, in order that they may get to his 
family home at a long distance. 

So this practice seems to me to be a highly desirable provision for 
the operation of the agency itself, and I think it is best that we have it 
flexible so we may ask the people also at times to defer taking their 
leave. 

Mr. Corron. I am sorry to ask for your own personal opinion, but 
I do want to go 

Miss Perkins. I am only sorry that it is, shall I say, under present 
circumstances not an official statement. 

Mr. Corron. Has your Commission made any computation, and 
if so do you have available anywhere figures that would indicate 
the average number of days out of the 365 days a year the employees 
of the Government work? 

Miss Perkins. Yes, we have. Out of the 365 days, of course, 
they do not work on Saturdays or Sundays, and they do not work on 
legal holidays. 

Mr. Corton. I understand that, but would it be possible to furnish 
that information for the record, if you have such a computation? 

Miss Perkins. Yes. 

Mr. Epwarps. We can tell you that as to our own agency. I think 
the General Accounting Office has it for other Government offices. 


TERMINAL LEAVE PAYMENTs TO HicH EXECUTIVES 
oF GOVERNMENT 


ce 


Mr. Corron. Now as to executives, and by ‘‘executive’”’ I mean to 
refer to the policymaking grades in the Government, the highly paid 
heads of bureaus or branches of the Government who receive sub- 
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stantial compensation and who are not expected to be compelled to 
be at their desks under the normal procedure the same as a clerk. 
When they leave Government employment they frequently have taken 
their accumulated leave in very substantial sums? 

Mir. Enpwarpbs. That is correct 

Mr. Corron. Has the Commission any computations anywhere 

hich would indicate over the past 18 months the sums of money in 
excess of $1,000 that have been taken by emplovees of the Govern- 
ment for accumulated leave 

Mir. Epwarps. | 
or our own agency 

Mr. Corton. TI 
\\ oul tine Off ( 

\MIr. Toomas. At this point let me suggest that General Accounting 
Office insert in the record the number of people who have been sep 

ted from the Government in the last QQ) davs, above the erade of 


aim sure we do not have any information except 


hat probably hould be answered by the General 


GS-16, including the heads of departments and independent agencies, 
and set out by name the amount of the accumulated leave they took. 


with the dollars and cents 


Mi PHILLIPS | believe Mii Thomas, iI micht he well to start 
with grade 15 rather than 16 

Mr. ToHomas. Verv well, grade 15 

\lr. Corro Yo refer to GO days I wonder if they should not 


ro back a little further than that 
Mr. THomas. I think the last 90 days will be sufficient 
Mr. Paiturps. Can you get that up? 
Mr. Kew Yes. That will take a little time. 
(The information is contained on p. 483 
Mr. Puiuurpes. It occurs to me that except for those who may want 
s, the committee has a pretty good back- 


to ask | or 2 other qauestiol 


roul d and miermation, and the Commission 1s vomnge to come up in 
ibout 2 or 3 weeks anyway, and I think vou should be prepared to 
discuss this entire matter if we do not find time to conclude it today, 
along with any recommended legislation vou may have in mind to 
help correct the situation And we will also be very glad to have any 


ecommendations from the Civil Service Commission 


CiviL-SERVICE RECOMMENDATIONS TO THE 83D CONGRESS 
\l { OTTO? In order that this may be made a part ol the record, 
ind this will conclude what I have to sav: I would lke to ask the 


(‘hairman’s permission to get this in the record now and then I would 


like to have an opportunity to ask mere que stions about it when the 
Civil Service Commissio1 s before this subcommittee next time 
1 ‘ | \ 
In thy report to the S3d ( oT POSS 1)\ the ¢ Wit Service (‘ommussion 
Th se Cr” oposal 
' \ amend ( t mo? wn nt 
f | j ’ 1-o ilf overtime payments 
( wr nD es odification of veterans 
r ’ 7 I ductio ree 
1 Y i I r\ { 
( er « CG CT ( (738-16 to IS 
| ( ( of er \ { States marshals ustoms collectors 
Federal attorne al ‘ y atior f Senate confirmation for postmasters 
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Delegation of hiring and examining authority to individual departments and 
agencies, with strong CSC policing and crackdown powers 

Wage board set up for crafts, protective, and custodial emplovees 

Consolidation of employee incentive awards program into one unified program 

One last question, because I think perhaps this might relate to an 
answer later: Did the Civil Service Commission when this formal 
report was sent to the 83d Congress make any computation or estimate 
as to the amount of added money that it would cost the taxpayers of 
the United States if this comprehensive set of recommendations 
should be adopted and put into effect by the Congress? 

Miss Perkins. No That is the function of the Congress and we 
defer, | am sure, to that 


GENERAL ACCOUNTING OrrFicre AubIT OF LEAVE REcorDs 


Mr. Yares. | would like to find out whether the General Accounting 
Office audited the leave pay referred to 

Mr. Puitiips. Mr. Keller, do you wish to take that question? 

Mr. Ketter. Very well 

Mr. Paitiires. How did you come to miss all of this when you were 
supposed to audit the books? 

Mr. Ketier. After this came out last week on the Senate floor, Mr 
Chairman, I received a request from the Senate by telephone to make 
an immediate investigation. T found that the auditor on the job did 
raise a question and he prepared a memorandum of the situation 

Mr. Puitures. Of what date? 

Mir. Ketter. The memorandum is dated August 29, 1951, but 
there had been some discussion concerning the subject prior to that 
time. I think we were beginning to audit the 1950 payments about 
April or May of 1951 

Mr. Putuuips. That is a year and a half ago 

Mr. Ketter. Yes. The auditing people did raise a question, and 
proposed to bring it to the attention of the Comptroller General, but 
somewhere along the line of work it was stopped, and the question did 
not reach the Comptroller General 

It is my belief that on the basis of decisions of the office, 1t was 
thought it was legally all right and the case was not carried forware 
This was bad judgment 

Mr. Thomas. Who brought it to vour attention? 

Mir. Puitures. Who was responsible for not carrying it any further? 

Mr. Ketier. I am attempting to determine right at this time who 
actually did not carry it forward. 

Mr. Patuuips. And as | understood from vour testimony a moment 
ago you are also exploring the idea of recovering this money? 

Mr. Ketter. Yes 

Mr. Yates. This type of practice first came to the attention of the 
\rmy in 1949 when a memorandum was sent to the Civil Servic 
Commission? 

Mr. Ketter. Yes... The Army case came to our attention in 1948 or 
1949. Approximately 3,000 employees of the Army who were em- 
ploved in Puerto Rico. ] believe. were converted from pe rmanent ap- 
pointments to temporary appointments and back to permanent ap- 
pointments; as near as I can tell from the record, solely for the purpose 
of liquidating the annual leave liability. In other words, they had 
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sufficient funds at the end of that fiscal year to pay for the accrued 
annualleave. But in the next year they didn’t think they would have. 

Mr. Yatrrs. Did you call this to the attention of the Commission 
or to the attention of the ¢ ‘oneress? 

Mr. Ketter. No, we did not. We first took it up with the Army. 
Then we addressed a letter to the Civil Service Commission. This 
letter was dated May 28, 1949, and I can submit a copy of it for the 
record if you desire. 

Mr. Puriuips. Very well 

The communication referred to follows: 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washinaton, D Re March 28, 1949. 
PRESIDENT, UNITED States Civin SERVICE ComMmMIssIoNn. 

My Dear Mr. MircHe.u: In the audit of 1947 individual earnings records 
for the Antilles Department, Civilian Personnel Branch, APO 854, Miami, Fla., 
a question arises as to the propriety or legality of lump-sum leave payments 
made to approximately 3,000 employees who, during the latter part of the fiscal 
year 1947, were requested to resign voluntarily and simultaneously to accept 
temporary appointments for the purpose of reducing the high liability caused by 
accumulated and accrued annual leave in view of an anticipated reduction of 
funds for the fiscal year 1948. 

For example, in the case of Albert Laster, fire chief, CAF—6, $4,716.75 per 
annum, including 25 percent overseas differential, individual earnings record 
162 indicates “resignation WOP (VOL)” March 29, 1947, and a lump-sum pay- 
ment of $1,452.81 for 961 hours’ annual leave, covering the period March 31, 
1947, through 1 hour July 23, 1947. On March 30, 1947, Albert Laster received 
a temporary appointment at the same grade and rate of pay in the same position. 
This appointment continued in force through July 23, 1947, covering the same 
period of time as covered by the above 961 hours of annual leave. On July 24, 
1947, Albert Laster’s temporary appointment was converted to schedule A-1-7, 
an appointment without time limitation, and he was paid $58.05 for 30 hours’ 
annual leave accrued while a temporary employee from March 30 through July 
23, 1947. This last change of status returned the employee to the same type 
of appointment and the same leave system held prior to his ‘‘voluntary”’ resigna- 
tion March 29, 1947. 

This Office, in letter dated April 21, 1948, requested the administrative office 
to furnish the authority for the questioned personnel actions, and in reply of 
May 7, 1948, it was stated that said actions were taken under authority of Radio 
ANTD 32, dated April 1, 1947, issued by the commanding general, Antilles 
Department. A copy of that document is enclosed herewith. 

Generally, this Office in auditing payroll accounts does not question the validity 
of personnel actions such as appointments (see 5 Comp. Dec. 649; 26 id. 804; 
17 Comp. Gen. 786), presuming them to have been made in accordance with 
civil-service rules and regulations. However, the facts as disclosed here of 
wholesale resignations—approximately 3,000—and of the immediate or simul- 
taneous reappointments under schedule A—1-—7 are such as to require inquiry by 
this Office. Accordingly, it will be appreciated if you will inform this Office as 
to whether the action of the Department of the Army is making the temporary 
appointments and subsequent permanent indefinite appointments under schedule 
A-1-7 in lieu of continuing the same employees in their permanent classification 
status is, under the circumstances above disclosed, considered to have been in 
accordance with the civil-service rules and regulations, or otherwise has the 
approval of your Commission. 

Respectfully, 
Linpsay C: WARREN, 
Comptroller General of the United States. 


Mr. Keuuer. I should like to read the last paragraph into the record, 
if I may. 

Generally this Office in auditing payroll accounts does not question the validity 
of personnel actions such as appointments (see 5 Comp. Dee. 649; 26 id. 804; 


17 Comp. Gen. 768), presuming them to have been made in accordance with civil- 
service rules and regulations. However the facts as disclosed here of wholesale 


459 


resignations—approximately 3,000—and of the immediate or simultaneous reap- 
pointments under schedule A-1-—7 are such as to require inquiry by this Office. 
Accordingly it will be appreciated if you will inform this Office as to whether the 
action of the Department of the Army in making the temporary appointments 
and subsequent permanent indefinite appointments under schedule A—1-7 in lieu 
of continuing the same employees in their permanent classification status is, under 
the circumstances above disclosed, considered to have been in accordance with 
the civil-service rules and regulations, or otherwise has the approval of your 
Commission. 


Mr. Puiiurrs. Do you have the Civil Service Commission’s reply 
to that? 

Mr. Kevtier. The response is dated April 29, 1949. The Commis- 
sion took the position that the jobs involved were what IS known aus 
schedule A and not under the civil-service rules and regulations, and 
ended by saving: 

So far as concerns the subject matter of the letter, the Commission has no juris- 
diction or control over the action taken by the War Department in 1947 and 
subsequent thereto with respect to the occupants of these exces pted positions 
I will insert the full reply in the record. 

The letter follows 

UniteD Srares Civit Service Commission, 


Washinaton iO. dD. ¢ : 1p ?0, 1949. 
Hon. Linpsay ( WARREN 


r 


Clon pl olle General of the United States. 


DreaR Mr. WaRREN: Reference is made to your letter of March 28, 1949, 
concerning lump-sum leave payments made to approximately 3,000 employees 
I ’ 


of the Antilles Department, Department of the Army, during the latter part of 
the fiscal year 1947. It appears that the Department notified employees that 
those who desired to resign voluntarily and receive lump 1 payment for their 
leave would be immediately thereafter given temporary appointments for not 
to exceed 1 year, and at the expiration of the lump-sum leave period (after which 
no refund would be required if reemployed in permanent or indefinite positions 
would be given schedule A—1—vii appointments without time limitation; and that 
this procedure was carried out You ask whether the action is considered to have 
bee hn ll accordance with civil-service rules al | regculatior s, or other Ise has the 


approval of the Commission 

Paragraph vii of section 1, schedule A of the Civil Service Rules for a number 

of years prior to May 1, 1947 (the date the new rules became effective) read 

Any person employed in a foreign country or in the Virgin Islands, or in 
Puerto Rico when publie exigency warrants, or in any island possession of the 
United States in the Pacific Ocean (except the Hawaiian Islands), or in the 
Philippine Islands, when in the opinion of the Commission it is not practicable 
to treat the position as in the competitive classified service Pe 

For several years the Commission ruled that because of defense and war needs 
it was ‘‘not practicable to treat the position as in the competitive classified 
service.” 

Positions listed in schedule A of the Civil Service Rules are not in the competi- 
tive civil service of the United States, and the incumbents of such positions are 
therefore subject to the administrative direction of the respective departments 
or agencies. So far as concerns the subject matter of your letter the Commission 
has no jurisdiction or control over the action taken by the War Department in 
1947, and subsequent thereto with respect to the occupants of these excepted 
positions. 

By direction of the Commission: 

Very sincerely yours, 
Harry B. Mircue.i, President. 

Mr. Tuomas. Mr. Chairman, there is no similarity at all between 
the Army cases in 1947 and this particular case at hand. 

Mr. Puruires. Except, Mr. Thomas, that it sets up a warning 
signal. 

Mr. Tuomas. But you have a law here and this particular bill has 


this language in it, and certainly it gave notice to the agencies and 
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the employees certainly were aware of that notice that the situation 
was going to be changed. Now, so much for that. 

Now you people in making the audit a year afterward, sometime 
in August of 1951, discovered this irregularity, and I asked you a 
while ago who scuttled the attempt to pass the information on to 
General Warren or Mr. Yates or Mr. Weitzel; who seuttled it? You 
were about to answer, when vou were interrupted 

\ir. Ketter. I am attempting to find out right now, Mr. Thomas 
| am not trying to withhold any information, but frankly I have not 
been able to find out up to this point, at least up to 9 o'clock this 
morning. I do not believe there was any improper motive in the 
“scuttling”’ if you want to use that word in deseribing it 

Mer ‘THOMAS That isa pretty cood word Do you have a better 
on 

Mr. Kecuer. What I mean—I think the party considered the prece- 
dent in the Army cases and also the decision of the Comptroller in 
1946 

Mr. THomas. Now, let us be accurate There was not any prece- 
dent in this case. This is a case of original impression—ab initio, 
where you have a law staring you in the face 

Mr. Exvuis. May Task what law you have reference to; what change 
in the law? 

Mr. THomas. The independent offices law of 1950 said that in the 
future annual leave had to be taken as it accrued or you were going 
to lose it That rider was attached to the bill, out of this subeom- 
mittee, and went to the floor of the House, and months elapsed while 
the appropriation bill was going through the Senate, and finally to be 
signed by the President —I do not reeall how long, but it took approxi- 
mately 3 months, but in the meantime the agencies in the Government 
had noticed that unless Congress changed its mind or the President 
vetoed the bill, that that law was going to amend accumulation of 
leave. In the interim they had noticed the law and this cropped out 

Let me read this language into the record. This is from section 
212 of the bill approved in September 1950. It states: 


No part of the funds of, or available for expenditure by any corporation or 
ageney neluded in this act neiuding the government of the District of Colum- 
byi< 
Dla 


that includes everybody 
shall be available to pay for annual leave accumulated by any civilian officer or 
emplovee during the calendar year 1950 and unused at the close of business on 
June 30, 1951 

Mr. Yares. Getting back to the Army cases previously referred 
to, are there wny other cases of this type now under consideration by 
the General Accounting Office; are there many other instances of this 
tvpe? The Civil Service Commission has stated that if there were 
such instances they did not know about it, and that they have not 
developed any information of any such cases, and my inquiry is 
whether any other agencies have a similar setup so far as the General 
Accounting Office knows? 

Mr. Keiier. At this time we know of no coi parable case, Mr. 
Yates, but we are exploring the field 
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Mr. YATES Is that attributable to the fact that this practice Was 
ruled on by the General Accounting Office as being proper? 
Nr KELLER | do not think it is fair to sav that it was considered 


proper; ho 


RuLING or THE GAO 1n Army Case IN 1945 


Nii ' ATES What did vou do with the Army cases? | believe you 
snid vou sent a letter to the Civil Service Commission and a lettet 
came back with the answer that they had no jurisdiction Did you 
also write to the Army - did you call it to the attention of the Members 
of Congress, or did you just try to collect the money back? 

Mr. KELLER. Ws wrote to the Army and the Civil Service Con 
MISsSloOn 

Mr. Yares. Did vou notify the Department of Justice 

Mir. Ketter. No; we called it to the attention of the Army, and 
the Civil Service Commission. We did not notify the Department of 
Justice 

Mr. Yatres. Did counsel from the General Accounting Office rule 
on this question? 

Mr. Ke_uier. Yes 

Mr. Yatrres. What did he sav. 

Mr KELLER | would like to ask Nii Petes who worked on th 
case, to discuss that 

Mr. Putuuips. You are Mr. A. A. Peter, Assistant General Counsel? 

Mr. Perer. Yes; I am Assistant General Counsel and reviewed the 
draft prepared by the attorney in this case 

Mr. Puiuuires. You were one of the attorneys assigned to this? 

Mr. Perer. Yes, in the GAO 

Under date of May 17, 1949, we issued instructions to the Audit 
Division, who had raised the question initially 

Mr. Pariuires. You refer now to the Army cases? 

Mr. Perer. Yes, the Army cases 

Mr. Putuuires. We were interested in this rent case matter l am 
not so sure about this 

Mr. Perer. We instructed the Audit Division as follows 


May 17, 1949 


Crier, Auprr Diviston: Returned In reply to office letter of March 28, 1949 
B-83993, the Civil Service Commission under date of April 20, 1949, reported that 
hat Commission has no jurisdict on over the questio ot the va tv of the 


action taken by the administrative office in these cases involving appointments 
tosechedule A positions; that such positions are subject to administrative direction 
\ copy of that reply letter is attached hereto It he circumstances, this offies 
need not question the validity of the action of the administrative office in aeceptir 
voluntary resignations from permanent positions, Making lump-sum payment ft 
accrued leave, and immediately reappointing the same employees on a temporal 
basis, followed by a change to a permanent status when the pe ered by 
the lump-sum leave payment has elapsed. Credit may be allowed in the accounts 


for anv lump-sum payments so made if otherwise correct 


Mr. Yares. In other words, it was the position of the General 
Counsel’s Office of the GAO that the practice in the Army was 
perfectly proper. 

Now was the case in the Office of Rent Stabilization referred to the 
Office of the General Counsel of GAO? 
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Mr. Ketuier. No; it was not. 

Mr. Perer. No. 

Mr. Yates. What action did the GAO take? 

Mr. Ketter. No action was taken, Mr. Yates. As I say, I did 
not have all the facts as yet. Apparently a decision was made some- 
where along the line that the Rent Office case fell within the type of 
situation which was covered by the Army case in 1949, and therefore 
it was not sent to the Comptroller General. In looking back I think 
it certainly should have been, but those are the facts. 

Mr. Puiitiips. Unless there are some further questions, it seems to 
me we have reached the point where this subcommittee had better 
go into an executive meeting and determine where we go from here 
and conclude this hearing. I think we should have some reeommenda- 
tions presented to us so that this committee can take corrective action 
to prevent anything of this kind happening again, or perhaps take 
some action in the present situation. 

Mr. Hovusron. Under title 561 (b) of existing law, an employee 
must refund; there does not seem to be any alternative. , 

Mr. Ky LLEI You would then have to firure out how much an 
employee would be entitled to as credit on bis annual leave. Let 
us assume that we made the employees pay back all of the lump sum 
paid ior annual leave, then they would be entitled to have their 
leave recredited. The same number of days is worth more in 1953 
than it was in 1950 as a result of salary increases. 

Mr. Puttures. Will you answer the question then raised by Mr. 
Yates a while ago, whether you think the law requires them to pay 
it back? 

Mr. Ketuer. The law requires an employee to pay back, if he goes 
into another job under the same leave system. If he goes from a 
permanent job to a temporary job, say, for a 2-week period and 
then went back to a permanent job, he is required to pay back for 
all accumulated leave in excess of the 2 weeks. But if he is retained 
in a temporary position long enough to use up accumulated leave, 
for which he was paid and then goes back to a permanent job he 
would not have to pay back. 

Mr. ANprews. Did I understand vou to say that under the law that 
existed in the summer of 1949 it was legal for these employees to 
follow plan X? 

Mr. Ketier. Here is our position on that, if we can look at the 
motives behind the transactions, perhaps we can come to the conclu- 
sion— that it was illegal but we have not as yet reached such a con- 
clusion. 

Mr. Anprews. But that plan X would be illegal? 

Mr. Keuuer. I am talking about the Office of Rent Stabilization 
cases. 

Mr. Yarrs. Let me ask vou, in view of the fact that these employees 
are separated and got their annual leave and were reappointed on a 
temporary basis, whether they would continue on a temporary basis 
and continue to take leave? 
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Mr. Ketter. Under the present law there is no distinction now 
between temporary and permanent employees; they all get the same 
amount of leave. 

Mr. Yates. There is no distinction between the temporary em- 
ployees and the permanent employees? 

Mr. Keturer. Insofar as leave is concerned. 

Mr. Exuis. In practice, Mr. Chairman, a situation of this sort 
could not happen now, except in an isolated instance. Before any 
employee can be reappointed he has got to pay back the amount 
covered by his temporary job. 

Mr. Yares. Under the old system, when an employee took his 
annual leave and was reappointed on a temporary basis, he went back 
to the permanent basis 30 days later. 

Mr. Exuuis. If there was a period in which there was overlapping. 
If you take the case of a man who had 60 days leave, for example, 
yes, it could be done, where the person went back on permanent status 
and had taken 30 days, he would have to pay the 30 days up. 

Mr. Puitures. The question depends upon the individual case 

Mr. Exvuis. Yes. You gentlemen understand that in 99 percent 
of the cases we never have this problem; the money is paid back before 
an employee is appointed. This comes under the rare situation, 

Mr. Yares. And there are no other cases that have come to the 
attention of the General Accounting Office? 

Mr. Exuis. Not so far; we are investigating to see. 

Mr. Barr. There is one other point in my presentation. I wonder 
if it had occurred to you, that there was very recently another lump- 
sum payment in addition to this $86,000 to the same employees, 
which equaled the amount of leave accumulated during the period 
when they were temporary employees. 

Mr. Puitures. In other words, the second payment in the case of 
the leave, was a repetition of this; they got a second payment for 
accumulated leave, as temporary employees. 

Mr. Barr. Yes. They remained as temporary employees for 
various periods, and while they were temporary employees they 
accumulated annual leave at a faster rate, about 2% days a month, 
I believe, than when they were permanent employees, and when they 
reverted back to permanent employees, they received the added cost 
during the period they were temporary employees. 

Mr. Putiures. You will furnish us with that information? 

Mr. Keuurr. Yes. 

Mr. Puituies. Which compares to the statement we have here; 
and, in fact, I think it might be set up in the record in parallel columns, 

(The breakdown on second leave payments follows: 
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Mir. Ke_uter. Mr. Chairman, may I recall that the Senate Com- 
mittee has requested a report We expect to have it completed 
ithin a wee rr 10 days 
\Ir. Putiuips. I am sure you will give us a benefit of anything you 
find in the eas« Thank you very much, gentlemen 


Fripay, Marcu 13, 1953. 
TERMINAL LEAVE PAYMENTS TO EXECUTIVES 
WITNESSES 

HON. EDWARD H. REES, CHAIRMAN, COMMITTEE ON POST OFFICE 
AND CIVIL SERVICE, HOUSE OF REPRESENTATIVES 

JAMES M. MITCHELL, COMMISSIONER, CIVIL SERVICE COMMIS- 
SION 

MISS FRANCES PERKINS, COMMISSIONER, CIVIL SERVICE COMMIS- 
SION 

Cc. L. EDWARDS, EXECUTIVE DIRECTOR, CIVIL SERVICE COMMIS- 
SION 

L. V. MELOY, CHIEF LAW OFFICER, CIVIL SERVICE COMMISSION 

DAVID F. WILLIAMS, CHIEF, BUDGET AND FINANCE DIVISION, 
CIVIL SERVICE COMMISSION 

F. L. YATES, ASSISTANT COMPTROLLER GENERAL OF THE UNITED 
STATES 

R. F. KELLER, ASSISTANT TO THE COMPTROLLER GENERAL 

E. L. FISHER, GENERAL COUNSEL, GENERAL ACCOUNTING OFFICE 
Mr. PHI LIPS. Some time ago this subcommittee asked representa- 
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tives of both the Civil Service Commission and the General Account- 
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ing Office to come in on a case involving the Office of Rent Stabiliza- 
tion. That was a specific case which I now understand is being heard 
by a panel of the Civil Service Commission which is sitting downtown 

Mr. Mircwey. I think it is a panel that has been set up within the 
Office of Defense \lobilization. 

Mr. Puiiuips. Yes; it would be the Office of the Defense Mobiliza- 
tion Board. And we have had someone from the Appropriations 
Committee there as an observer at the hearing that has been going 
on. In the meantime, this committee had asked, on the suggestion 
of the ranking minority member (Mr. Thomas), the General Account- 
ing Office to furnish us with a list of all of the people who had left 
the public service since November and who had received more than 
$1,000 upon separation So as not to get so large a list that it would 
be unwieldy, we limited it to payments over $1,000 

[ have a letter from the Comptroller General dated March 9, 
saving that in response to the request of the subcommittee he had 
transmitted the report which I hold in my hand, and which we will 
also put in the record of the hearings 

The letter above referred to is as follows: 


COMPTROLLER GENERAL OF THE UNITED STA 
Wi } 5 M / 1953, 
{ J r 
f (jf \ »? 
( 1} I] | 
ly Dear Mr. CuarrMan: In accordance with reque of ve ibeomm 
I am transn ng a report on terminal leave paymet n ¢ f f $1,000 mad 
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f tn, Int 16, 1953 \ 
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) 
VALUE OF LEAVE PaAymMi 
Mii Pu I IPS | have here i list which Show 215 emplovees ot the 
Government who had been paid durine the period fro November 1] 
to Kebn ary L54 total ol $709,538.22 And it W is Astounding to this 
committee because there were included in that the salaries of Govern 


ment employees which | personally, and apparently other members of 
the committee, had not realized could be included 

Secondly, we have asked you to come here this morning to discus 
this with us so as to see what can be done about it and perhaps receiv 
suggestions for interpretations or modifications of the law which would 
prevent this from happening again 

We have not up to this time questioned the legality of any of the 
pavments, nor have we questioned the intent of the individual. | 
think in most cases it was perfectly automatic; the man or woman 
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leaving the service was handed a check and took it—a perfectly human 
reaction on being handed a check. 

Sut I think in the case of the Office of Rent Stabilization, as you 
well know, we have a subsequent opinion from the Comptroller that 
that was illegal, and recovery steps will be taken. 

Miss Perkins. It was the timing that was illegal; was it not? 

Mr. Puruuirs. I think the whole thing was illegal. I think it was 
a conspiracy because, as you must know, Miss Perkins, we discovered 
subsequent to the hearing that some of those people had done that 
3or4times. Mrs. Matteo apparently has had four checks and never 
left the job. We hear she becomes a permanent employee, then a 
temporary emplovee and, after 90 days, she becomes a permanent 
employee again and awhile later a temporary employee, and each 
time has taken out a check for accrued leave. 

Miss Perkins. Certainly the law never was intended to apply to 
that sort of situation—taking leave payments and actually not 
leaving 

Mr. Puituips. In looking over this list, I do not find anyone I can 
ide pea": personally as having either stayed on the job or gone to some 
other Government agency that is subject to investigation. 

Certain issues are involved. One is whether it was intended that 
people in a non-civil-service status—in this list, heads of agencies and 
Cabinet officers and people like that—who have a great deal more con- 
trol of their own time, who have very liberal treatment and privileges 
from the Government, should, upon leaving the Government, collect 
a spot cash payment which, in the case of Mr. Donnelly, ran to $12,500, 
and, in the case of many of the others, ran to as high as $6,000 and 
$7,000. 

The second thing at issue, which seems to me to be even more im- 
portant, was the rate at which the Congress intended a man could 
accumulate leave, as in the case of an individual whose record I hold 
in my hand, who started on July 25, 1942. He took out, according 
to this list, $2,699.91 as pay for accumulated leave. He started 
accumulating that on July 25,1942, at a salary of $3,200 a year as a 
CAF-9. On October 1, 1942, he was raised to a CAF-11 at $3,800: 
on January 16, 1944, he was raised in the same job to $4,600 as a 
CAF-12. He had a military furlough in there. Then on February 
15, 1946, he came back on the same job as a CAF-12. He was raised 
to $5,390. On April 29, 1946, he was raised to a CAF-13 at $6,230. 
On July 1, 1946, the Pay Act of 1946 gave him a pay increase, we he 
was raised to $7,102.20. On July 22, 1946, less than a month later, 
he was raised to a CAF-—14 at $8,179.50. In May 1947 he was raised 
to a CAF-15 at $9,975, and in December 1947 he received a Presiden- 
tial appointment the salary for which was $12,000. Then in 1949, 
under the Executive Pay Act, that job was raised to $14,000. In 
August 1951 he received another title, doing very much the same type 
of work, at a salary of $16,000, and on September 1, 1952, there was 
another reorganization but which left the salary the same. 

The point is that this number of hours, which amounts to 41 days 
and 7 hours, was accumulated over this entire period, and we are 
curious to know whether there was an intent on the part of Congress 
that a man could accumulate all of this leave at the smaller salaries 
and then, just because last year he was at a salary of $16,000, take 
pay for the entire time on the basis of $16,000. 
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My third question would be on the figuring of these amounts. 
In figuring the amount per day at which payment is to be made for 
accumulated leave, not only are all Saturdays and Sundays excluded 
in computing it but also all holidays, to the extent that if the retire- 
ment, we will say, were to take place in January, and you had 41 days’ 
leave, you would only get credit for the holidays which lay in that 
period; whereas, if you were high ranking enough to wait until, say, 
September, October, or November, as this partic ular emplovee did, 
you would get credit for Christmas, New Year’s, Washington’s Birth- 
day, and everything else that came in that period. I mean there was 
a careful inclusion of holidays. 

I have asked Mr. Rees, chairman of the legislative committee, to 
come over here and sit with us, because it seems to me this should be 
a matter of primary interest to his committee. We have Mr. Kennedy 
present at the request of the Senate Permanent Committee on In- 
vestigations. We have also a representative of the staff of this com- 
mittee, and the chairman, Mr. Taber. Mr. Rees has a staff member 
of the Civil Service Committee, and there are representatives of the 
GAO and Civil Service Commission, Mr. Mitchell, Commissioner; 
Miss Perkins, Commissioner; Mr. Edwards, Executive Director; Mr. 
Meloy, chief law officer; and Mr. Williams, Chief of the Budget and 
Finance Division of the Civil Service Commission; then we have Mr. 
Yates, Assistant Comptroller General; Mr. Keller, assistant to the 
Comptroller; and Mr. Fisher, General Counsel of the General Account- 
ng Office. 

History or Leave ACCUMULATIONS 


Now let us go back a little. I was under the impression that the 
camel had put its head under the tent in 1941 or 1942. Miss Perkins 
corrects m* to say that prior to that there had been no thought on 
anyone’s part that annual leave should be paid for in cash. It was 
considered a privilege given to let a person take a vacation and rehabili- 
tate himself or herself so that he or she could come back and do better 
work for the Government, the same as in industry. But we did 
something which does not ring clear in my mind when our civil- 
service employees began to go into the military service. What did 
we do? 

Miss Perkins. So far as I recall, we did not do anything in 1941. 
There was talk about it. What was done to permit cash payments 
was done in 1944, which was when the Lane Act was passed, and it 
was done for the purpose of having cash payments made by the 
Government. 

Mr. Puruures. The Lane Act is Public Law 525 of the 78th Congress, 
which is chapter 622, 2d session, and House bill 4918, and here is what 
happened there. [Reading:] 


a: 


Whenever any civilian officer or employee of the Federal Government 


* * * is separated from the service or elects to be paid compensation for leave 
* * * he shall be paid compensation in a lump sum for all accumulated and 
accrued annual or vacation leave to which he is entitled under existing law. Such 
lump-sum payment shall equal the compensation that such employee would have 


received had he re ‘mained in the service anit the expiration period of such annual 
or vacation leave. 

Then there is a provision in here that if he is reemployed he shall 
refund to the agency. We had this question up in connection with 
the Office of Rent Stabilization. 
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That was in 1944, but you spoke of a 1936 law. Did that apply 
here at all? 


Miss Perkins. The 1936 law was the act in which there was an 
attempt and I think a suecessful one to brine together into 1 
ystem most of the seattered leave systems, 

Mi Puiturps. That was a codification rather than a material 
chan e? 

Miss Py RKINS. I suppose the re were changes because the leave 
systems, speaking of the Foreign Service and others, had been dif- 
lerent The Publie Health Service had a special leave System, and 
there were several special leave systems. This brought them all 
together and codified it In 1932, in the Economy Act, Congress 


provided not only for a reduction in pay but also provided for a 
reduction in leave to 15 days and provided that the leave that had 
been expected prior to that time might be carried over to a later date. 
There was a belief that there would be a time when it could be given 
to those people, although anything given to them in 1932 was dras- 
tically modified and the period was reduced. The 1936 act changed 
that and put them back on the regular 30 days’ leave a year, and 
I believe changed it to 26 days instead of 30 days a year which had 
been the rule prior to that time, since the beginning. 

Mr. Puiuurpes. Then there are two other citations which probably 
should be made. The first is, because of what seemed to be abuses 
which were brought to the attention of the committee. The com- 
mittee put into the 1951 act what is now familiarly known as the 
Thomas rider and reenacted it subsequently as permanent legislation. 
Certainly the intent of the Thomas rider was clear, and the first ques- 
tion that arose in anybody’s mind was how this condition that we 
discussed this morning could exist in the face of the Thomas rider. 
I think the answer is very simple. The Thomas rider could not be 
an ex post facto act, and the greater part of this leave, perhaps, had 
been accumulated before that act was passed. Evidently there must 
have been some question in somebody’s mind about the inclusion of 
these higher ranking people participating in this free gift of money, 
and in 1945 the question was raised with the Comptroller General, 
and he gave an opinion that this covered all Federal emplovees. 

Mr. F. L. Yarres. Do you mean the ruling under the 1936 act? 

Mr. Puiuures. I do not know. I thought it was 1945. 

Mr. Fisner. Ina ruling under the 1936 act the Comptroller General 
held, that Presidential appointees confirmed by the Senate were 
entitled to leave unless specifically excluded under the act. This 
ruling was in 1939. 

Mr. Putitures. Do you remember who raised the question? 

Mr. Fisuer. The Department of Labor, I believe. Later, Congress 
enacted the Lump Sum Leave Act of 1944. Early in 1945 the question 
came up—is a Presidential appointee a civilian officer or employee of 
the United States, and we said “ Yes; he is.”’ As indicated the GAO 
had previously held that such an officer was under the 1936 Leave Act, 
under which he could accumulate leave; so under the 1944 act he was 
entitled to payment for any accumulated leave upon leaving the 
service. 

Mr. F. L. Yares. Both the 1936 act and the 1944 act carried 
substantially the same wording, making it very specific that both 
applied to “all civilian officers and employees of the United States.’’ 
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When the two questions arose, namely, whether the heads of agencies 
or departme nts were eligible to receive leave under the 1936 act and 
then, subsequently, whether they were within the terms of the 1944 
act and thus elig rib le Lo he paid for any accumulated and unused lea 
at the time of separation, there was really left little discretion in the 
Comptroller General as to what he should decide, because of the very 
specific terms of each act making the acts applicable to all civilian 
officers and employees of the Government. 

Mr PHILLIPS Who raised the question In connection with the 
1944 act? Was that again the Treasury? 

Mr. F. L. Yarrs. I think it was the Federal Communications 
Commission 

Mr. Kevver. The first question was raised in 1939 by the Secretary 
of Labor. E 

Mr I L YATES. The second question was raised by the Federal 
Communications Commission with respect to the entitlement of a 
commissioner of that Commission under the 1944 act. 

Mr. Puituips. What I am really trying to find out, just as a matter 
of interest, 1s did there seem to be considerable doubt at that time 
that Cabinet officers were included in the act. 

Mr. F. L. Yares. There was not in the General - (Accounting Office " 
there apparently was hot, as far as we knew, any widespre: acd doubt 
in the executive branch of the Government. It took some time after 
the passage of the 1944 act before anybody r asked us to decide the 
question. Then it was the Federal Communications Commission: 
not one of the major departments. 

When the Comptroller General considered the request for a decision 
under the 1944 act, the lecislative history was thoroughly considered. 
It has been again reviewed in the last few days since question has 
been raised by your subcommittee. We were unable to find then and 
are now unable to find anything in the legislative history which would 
indicate any intent to except Cabinet officers and agency heads from 
the leave laws. 

Mr. Puinurrs. The act does contain some six exceptions, such as 
doctors connected with the Veterans’ Administration, teachers in the 
District of Columbia, and others, who have their own system 

Miss Perkins. Yes. 

Mr. Puiuures. It seems to me this at least suggests that we ask 
if you, Mr. Rees, think the Civil Service Committee had any idea 
they were including people like Cabinet officers and high ranking 
Government officials in this lump sum payment. For instance, | 
look over the list he Te, and I find people who undoubtedly had the 
equivalent of some nice vacations last year. I think probably some 
of them spent some time at Key West, and one of them spent a good 
deal of time in the nice part of the year in California, because Senator 
Milton Young of North Dakota and Congressman Hunter and I had 
to follow him around and correct some statements he was making. 
In looking over his leave, I find all of that time, apparently, was not 
credited as vacation time or leave time. Some of it must have been 
credited to official business. Here we have a situation which ap- 
parently has grown up without our realizing what we were doing. 
I am not antagonistic to leave nor am I antagonistic personally to 
a man accumulating leave and taking it as a longer vacation once 
every 2 or 3 years, but I was never able to accept the idea that a man 
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could keep working and not rehabilitate himself and then be paid a 
cash sum by what is a very generous Government, anyway. 


GENERAL STATEMENT OF Mr. RES 


Mr. Rees. Mr. Chairman (Mr. Phillips), let me answer your 
question directly, if I may, and then I would like to read a prepared 
statement with respect to this problem as I see it. 

First answering your question, it is my opinion, and speaking for 
myself only—I was a minority member of the committee at-the time 
the bill which became the 1944 act went through our committee, but 
I take full responsibility as a member of our committee—to answer 
your question directly, it was not, in my humble opinion, the expecta- 
tion that members of the Cabinet would be included in this group. 

I do appreciate coming over here and talking with you, And I am 
glad the members of the committee and also the officials of the General 
Accounting Office and the Civil Service Commission are interested in 
this problem. 

This is an overall problem. It involves the question, as I see it, of 
policy as well as the question of whether we follow the law. I am 
clad to accept your invitation to appear here and clive you my views, 
and they are my views and not the views of the committee, because 
this matter has not been discussed by our committee. It will be 
discussed at our next hearing, and it is the intention of the chairman 
and the ranking member of our committee and had been the intention 
before you brought it to our attention to assign this matter for study 
and investigation. You are a little ahead of us in respect to this 
matter by taking it up this morning. You can accept my views for 
what they are worth on the tremendous lump-sum-leave payments 
recently made to a number of high officials of the outgoing adminis- 
tration upon separation from the public payroll. 

I am especially glad of the opportunity to commend this subcom- 
mittee for looking into this matter of lump-sum-leave payments to 
Cabinet and other high-ranking officials. Payments of this kind, in 
greater or lesser amounts, have been handed out throughout the 
Government, and I understand are included in the annual budgets 
which are considered by the Appropriations Committee this year. 

The committee will recall that when the so-called Thomas leave 
rider, being an amendment bv one of the distinguished members of this 
committee, was debated on the floor of the House, I offered an amend- 
ment. I did not oppose the objective of this section of the law, which 
was aimed at preventing just such high-bracket leave abuses as now 
confront us. Under my amendment the restriction on accumulation 
of leave would not apply to those employees entitled to less than 15 
days annual leave each vear under the graduated leave system which 


had gone into effect scarcely 2 months earlier. As I stated at the time, 
the amendment was to aid a group of people who are in the lower 
brackets and who do not abuse the annual leave law. The reasons for 


my amendment had validity at the time and, for that matter, have 
equal validity today. 

' After all is said and done, the persons you are talking about now and 
whom you talked about last year already had at least a couple of 
vears or more of service, whereas young men and women just starting 
their Government careers, including a high percentage of veterans, 
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could be subjected to hardship with the restriction of this section 
superimposed on top of the graduated leave system. I just want to 
point out this fact at the start, so that we can be certain that these 
high-bracket people will not be confused with the rank-and-file employ 
ees who have been guilty of no abuse 

[ am not in a position to say that these payments are illegal. The 
Comptroller General has ruled a number of times, in specific cases 
that lump-sum payments are authorized under a 1944 law to Federal 
employees who are separated from the service. And, of course, m) 
remarks relate primarily to annual leave, since I do not believe 
anvone could possibly misconstrue the law as authorizing cash pavy- 
ments for sick leave not taken, regardless of the reason In at leas 
one instance the Comptroller General has put a stop to improper 
lump-sum payments to a class or group of emplovees who were not 
correctly entitled thereto. 

[ cite these instances merely to show that it has been public know! 
edge for some vears that these lump-sum payments have been made 
to emplovees leaving the service where, because of press of business o1 
urgent necessity to protect the national interest, they could not be 
spared from their official duties to take the leave to which thev are 
entitled under law. However, I for one—and I think Members of 
Congress and the general public also—had no idea that the authority 
to pay for leave under these conditions was being extended to the 
ridiculous point that has just been made public through the excellent 
work of your committee. 

[tis a fundamental rule of law and of policy of the Federal Govern 
ment with respect to the granting of vacation or leave time to officers 


and employees that leave is to be taken in kind only That means 
simply that an a takes his leave by absenting himself from 
duty, with approval of his supervisors, at a time when his services 
can be spared. For sic " leave, it means he takes his leave when he is 


sick or a member of his family has a contagious disease making it 
dangerous for him to work. Exception to this rule has been made 
only to the extent that Congress determines and provides, in explicit 
language, that extraordinary or emergency conditions warrant 
changes. 

This underlying principle has been implicit in every single statute 
enacted by the Congress on the anes going all the way back to 
the first one late in the last centur The principle has been main- 
tained and strengthened down desea the vears. It was modified 
by Congress in 1944 only upon a showing and determination that a 
change was necessary to prevent exceptional hardship or inequity 
in a time of national peril. This oceurred in the period of World 
War II when the last ounce of energy and the last moment of time 
had to be given by those who remained here to carry on work which 
was essential to back up our fighting forces in the — 

The lump-sum payments authorized by the 1944 act were intended 
and expected to go to the thousands upon thousands a loval, patriotic, 
and hard-working rank-and-file Government employees who not only 
were clad to forego vacations in the national interest but also worke d 
long hours of overtime. I can tell you it was never even thought 
that the relief afforded those deserving people, many of whom actually 
broke their health because of constant application to their jobs, would 
be used nearly 9 vears later, and 7 vears after the termination of the 
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war which gave rise to the law, to pay gratuities of $5,000 and $6,000, 
and even up to $12,500, in windfalls to former Cabinet officers and 
Others of high level. 

I think it well to recall briefly the real reason why we have provided 
for leave or vacation time for our employees. Bear in mind the only 
question is on annual leave. This annual leave is granted primarily 
to afford the officers and employees of the Government a reé asonable 
time away from their jobs for purposes of mental and physical rest 
and relaxation. Such vacation periods long since have proven 
themselves as valuable aids ated incentives to more efficient perform- 
ance and better morale, both in industrial and public service. They 
are recognized as an integral part of our system of free enterprise. 
Also, provision has been made to allow Government employees suffi- 
cient time to care for various chores and other needs which may 
necessitate occasional absenses from duty for short periods on persons al 
far as this granted vacation time ts not used in that 
manner and for those purposes, the established policy of Congress 


business So 


is subverted and a program designed to better the lot of employees 
while at the same time contributing to efficiency and economy in 
Government is hindered nstead of being helped. 

While, as I have said, the strictly legal issues in this matter may be 
St to the satisfaction of some, I am not at all certain that even 
the legal issues have been finallv settled I trust this committee has 


asked the Comptroller General to scrutinize these payments with the 
t whether or not they are in fact legal, or 


ore cs ( »~a 
should be recovered and put back into the Treasury. I have the 
greatest confidence in the decisions of Comptroller General Lindsay 
Warren in all fiscal matters: but, lacking a final decision by him, I feel 
that serious doubt exists as to the legality of lump-sum penne to 
( ol rs others leaving positions oO high rank 
inder unique req ments ordinarily attendin Pecinsind apeaten 
ts I think there is a self-evident distinction between such posi- 
Ss and the \ gehts attached thereto and other positions, held 
s and emplovees of the Government who are not appointed 
sident and whose positions are not unique or of a policy- 
| o eht be conclusive on the point, one 
s ‘rso : hold each position which requires 
: pointment The same is true, more or less. of certain 
‘ : = (7101 t which mav not require Presidential 
SS al removed from the rules and regu- 

s ¢ most Gov ment positions 

-S Virent to a displaced occupant of such 
SITIO! Ss su sso s actually sitting in the only chair 
s performing the exclusive duties of the 
sition is, J tv. t t persons for doing one and the same 
S01 s doing the work for the Government and the 
s working { mself or someone else but certainly not for 
{ ' ni nt s § Ss to me wholly contradictory and 
o | not s t can be reconciled with the reasonable 
Congress as embo n the legislation which authorizes 
D-s eay I nts n separation of Government officers 
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[ have come before this committee to propose that vigorous action 
be taken to put an end to this intolerable situation that vou have 
brought out into the full light of public disclosure for the first time 
First of all, | think this committee, now that the matter has been 
brought into focus, should review the leave situation of all Government 
officials who certify to their own leave or who are in a position to use 
leave without any independent check on the accuracy of their account- 
ing for such leave. Examination of the system under which military 
and naval officers account for their terminal leave might be productive, 
for example, unless steps have been taken to establish some independ- 
ent control to check and verify personal certifications with respect to 
leave. 

If existing procedures are inadequate in this regard, it would 
appear to be a comparatively simple step to establish methods of 
minimizing abuse of the terminal leave allowances by requiring a 
separate notation or column on the qualification card whicheach 
officer takes with him upon change of station wherein the authority 
responsible for making up the card must certify the leave status of 
such officer. This would be an excellent safeguard and at the same 
time be inexpensive and cause no unnecessarily delayed interference 
between stations. An added thought might be a limitation on the 
period of time for which such entries need be made or verified, under 
which it would not be necessary to go back more than 3 vears or 5 
vears to verify such leave status. 

It is my firm view, also, that no official who is appointed by the 
President of the United States should be permitted to accumulate 
leave and be paid for such leave upon leaving office. Such officials 
should be granted leave for use in kind only. No one begrudges men 
of their stature having a period of rest and relaxation from the great 
burdens of their positions; in fact, these men above all others should 
and must have such periods in order to conserve their energies and 
keep them in their full strength and vigor to carry out their duties 
most effectively in the national interest. But that is quite another 
thing from staying on the job continuously or, worse yet, taking time 
off without charging it to leave and then accepting a rich gratuity 
from their Government when they leave office. 

As chairman of the Post Office and Civil Service Committee, again 
let me sav | am glad to offer such advice and assistance as is in n 


power to work out a satisfactory solution to this problem. | will sa 
to vou that our committee on next Thursday will meet to discuss 
this problem further. And, in my judgment, as I see the thing 


right now, without having consulted my committee, we should repeal 
the provisions of the act of 1944 that would take in this group of 
people, whom | do not believe Congress intended to include when 


the act was passed. I am expressing, again, my own opinion on 
that subject matter. 
Something was said this morning with respect to the 1951 act. I 


oer no excuses, but that was a rider that was attached to the bill 
that passed the Senate, attached by the Senate, and then came back 
to the House for approval. So I am not as responsive to that par- 
ticular thing as I might be as a member of the committee. 

I would be glad to answer any questions. I thought by making a 
direct statement I would put mvself on record on this subject matter 
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war which gave rise to the law, to pay gratuities of $5,000 and $6,000, 
and even up to $12,500, in windfalls to former Cabinet officers and 
others of high level. 

I think it well to recall briefly the real reason why we have provided 
for leave or vacation time for our employees. Bear in mind the only 
question is on annual leave. This annual leave is granted primarily 
to afford the officers and employees of the Government a reasonable 
time away from their jobs for purposes of mental and physical rest 
and relaxation. Such vacation periods long since have proven 
themselves as valuable aids and incentives to more efficient perform- 
ance and better morale, both in industrial and public service. They 
are recognized as an integral part of our system of free enterprise. 
Also, provision has been made to allow Government emplovees suffi- 
cient time to care for various chores and other needs which may 
necessitate occasional absenses from duty for short periods on pe ‘sonal 


business. So far as this oT’ anted vacation time is not used in that 
manner is an those purposes, the est: ablished policy of Congress 
is subverted and a program designed to better the lot of employees 


while at the same time semidibaniiar 4 to efficiency and economy in 
Government is hindered instead of being he Iped. 

While, as I have said, the strictly legal issues in this matter may be 
settled to the satisfaction of some, I am not at all certain that even 
the legal issues have been finally settled. I trust this committee has 
asked the Comptroller General to scrutinize these payments with the 
createst care to determine whether or not they are in fact legal, or 
should be recovered and put back into the Treasury. I have the 
createst confidence in the decisions of Comptroller General Lindsay 
Warren in all fiscal matters: but, lacking a final decision by him, I feel 
that mic doubt exists as to the legality of lump-sum payments to 
former Cabinet officers and others leaving positions of high rank 
under unique requirements ordinarily attending Presidential appoint- 
ments. I think there is a self-evident distinction between such posi- 
tions and the leave rights attached thereto and other positions held 
by officers and employees of the Government who are not appointed 
by the President and whose positions are not unique or of a policy- 
making nature. 

For one thing, which well might be conclusive on the point, one 
person 2 ul one person only can hold each position which requires 
presidential appointment. The same is true, more or less, of certain 
other positions mM Government which may not require Presidential 
appomtment but nevertheless are removed from the rules and regu- 
lations covering most Government positions 

‘To make a lump-sum leave payment to a displaced occupant of such 
a position while his successor is actually sitting in the only chair 
available to do the job and 1s performing the exclusive duties of the 
position is, in reality, to pay two persons for doing one and the same 
job—one person who is doing the work for the Government and the 
other who is working for himself or someone else but certainly not for 
the Government. This seems to me wholly contradictory and 
illogical, and I do not see how it ean be reconciled with the reasonable 
intent of the Congress as embodied in the legislation which authorizes 
lump-sum leave payments upon separation of Government officers 
and emplovees. 
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| have come before this committee to propose that vigorous action 
be taken to put an end to this intolerable situation that vou have 
brought out into the full light of public disclosure for the first time 
First of all, 1 think this committee, now that the matter has been 
brought into focus, should review the leave situation of all Government 
officials who certify to their own leave or who are in a position to use 
leave without any independent check on the accuracy of their account- 
ing for such leave. E mination of the svstem under which military 
and naval officers account for their terminal leave might be productive, 
for example, unless steps have been taken to establish some independ- 
ent control to check and verify personal certifications with respect to 
leave. 

If existing procedures are inadequate in this regard, it would 
appear to be a comparatively simple step to establish methods of 
minimizing abuse of the terminal leave allowances by requiring a 
separate notation or column on the qualification card whicheach 
officer takes with him upon change of station wherein the authority 
responsible for making up the card must certify the leave status of 
such officer. This would be an excellent safeguard and at the same 
time be inexpensive and cause no unnecessarily delayed interference 


between stations. An added thought might be a limitation on the 
period of time for which such entries need be made or verified, under 
which it would not be necessary to go back more than 3 years or 5 


vears to verify such leave status. 

It is my firm view, also, that no official who is appointed by the 
President of the United States should be permitted to accumulate 
leave and be paid for such leave upon leaving office. Such officials 
should be granted leave tor use in kind only. No one begrudges men 
of their stature having a period of rest and relaxation from the great 
burdens of their positions; in fact, these men above all others should 
and must have such periods in order to conserve their energies and 
keep them in their full strength and vigor to carry out their duties 
most effectively in the national interest. But that is quite another 
thing from staying on the job continuously or, worse yet, taking time 
off without charging it to leave and then accepting a rich gratuity 
from their Government when they leave office. 

As chairman of the Post Office and Civil Service Committee, again 
let me savy | am glad to offer such advice and assistance as is in 1 


power to work out a satisfactory solution to this problem. | will 
to vou that our committee on next Thursday will meet to discuss 
this problem further. And, in my judgment, as [ see the thing 


right now, without having consulted my committee, we should repeal 
the provisions of the act of 1944 that would take in this group of 
people, whom I do not believe Congress intended to imelude when 


the act was passed. I am expressing, again, my own opinion on 
that subject matter. 
Something was said this morning with respect to the 1951 act. I 


oiler no excuses, but that was a rider that was attached to the bill 
that passed the Senate, attached by the Senate, and then came back 
to the House for approval. So I am not asresponsive to that par 
ticular thing as I might be as a member of the committee. 

| would be glad to answer any questions. I thought by making a 
direct statement I would put myself on record on this subject matter 
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Again, | do want to express my appreciation for the opportunity to 
come over and talk with vou with respect to that matter. 

Mr. Puriures. We thank you very much. That is a very strong 
statement. You have raised a question that I have never heard 
raised before. That is, in the case of a Cabinet appointee, his suc 
cessor is actually doing the work; therefore, no vacation element is 
involved in this; it is merely a question of accumulating previous 
leave. I also raised a question along the same line with the Comp- 
troller just now. 

I have not wanted to use names and have avoided doing that wher- 
ever possible, but I will have to do it this time. 

Mr. Donnelly, as United States High Commissioner to Germany, 
who left there on December 31, took 127 days and 6 hours leave. He 
was on a salary of $25,000 a year, thereby getting $12,560.12 as 
accumulated leave. A counselor of the State Department has had 
131 days and 6 hours leave. He was on a salary of $13,200. He 
received only $6,733.32. It suggests to me that Mr. Donnelly, appar- 
ently, probably was given some credit for the foreign service, and | 
would appreciate it if the Comptroller would check into that and see 
if that was a straight salary calculation or whether anything in the 
nature of salary paid or allowances paid only because he was living 
under the expensive conditions in Europe entered into that picture. 
That would be a further aggravation to me if we were going to add 
into the computation these extra allowances which are given people 
for foreign service only because it is more expensive. 

I also want to point out the absurdity of the whole picture. Here 
vou have a United States Commissioner to Germany getting $12,500. 
While his living over there is not exactly a vacation, nevertheless it 
is not as arduous a job as struggling over a set of books in the GAO. 
I would also like to say that a trip back and forth a couple of times 
a vear may have been restful to him. 

Mr. F. L. Yates. We are checking into all leave payments reported, 
not for the purpose of determining whether the heads of the agencies 
come within the terms of the statute, because that we have already 
decided—and I think correctly—but for the accuracy of the payments, 
including the payment made to the United States Commissioner in 
Germany. 

gut may I address myself briefly to the first question you raised, 
which the chairman of the Civil Service and Post Office Committee 
has also raised today? 

I should like to make clear, first, that we of the General Accounting 
Office in no sense appear here as advocates for any of those who have 
received leave payments, but I am concerned that it be made as clear 
as we can make it that we believe the decisions reached by the Comp- 
troller General, both under the 1936 act and under the 1944 act, were 
the only decisions that could have been reached under the legislative 
history and the specific terms of those two acts. I have already 
pointed out that the 1936 act, by its express terms, was applicable to 
all civilian officers and employees of the United States, with certain 
exceptions, not here material 

Mr. Putiurps. That excluded the Postmaster General and the Post 
Office? 

Mr. F. L. Yarrs. They were exceptions among others. 

Mr. Paiturpes. But he was not excluded by this 1944 act 
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Mr. F. L. Yares. That is right. The 1944 act uses the wording 
‘“‘any civilian officer or employee of the Federal Government.” 


ORIGIN OF LEAVE ACCUMULATIONS 


Now I should like, if I may, to read the wording of the report of 
the House Committee on Civil Service when the bill that later became 
the 1944 act was reported to the House. The report says: 


The purpose of this bill is to authorize a lump-sum payment for accumulated 
annual or vacation leave due to any officer or employee of the Government when 
separated from the Government (or in the event of death 

At the present time there is no authority in law to pay an employee in money 
for such leave as May be due him upon separation from the service 17 Comp. 


Gen. 48, July 16, 1987). In order to receive the benefits of accumulated leave 
prior to separation from the Government service, the date of separation must be 
fixed at the expiration of such leave. Employees who are to be separated from 


the service there fore, must be carried on the payroll as nominal employees ul til 
they have received salary for the period covered by the accumulated leave. 

This bill would provide many benefits such as elimination of the problem of dual 
compensation; stop service credit on the last day of active duty; permit immediate 
recruitment of a successor to a separated employee; would make funds available 
to employees leaving the service after the war, enabling them to return to their 
homes or reestablish themselves in other employment; would simplify and expedite 
clearance of records in closing out field installations; would eliminate considerable 
paper work for payroll sections, and would save expenses to the Government. 

Mr. Puiuurps. Please tell me again what it is you are reading. 

Mr. F. L. Yates. That is House Report 1836, 2d session, 78th 
Congress, being the report of the House Committee on Civil Service 
on the bill H. R. 4918, which became the act of December 21, 1944, 
requiring payment in a lump sum for accrued annual leave. 

Mr. Puiiurps. What I was going to say is that I want to get all 
this together and ask Mr. Mitchell and Miss Perkins to comment 
upon it. 

Mr. Rees. Under that interpretation, how would you carry post- 
masters and how would you carry Cabinet officers. 

Mr. F. L. Yates. We would carry them like every other employee 
of the Government. A Cabinet officer is required to keep account 
of his annual leave, just as other employees do, and if he files a claim 
for a lump-sum payment, to show he had so much leave earned, so 
much used, and the net balance remaining to his credit for lump-sum 
payment. 

Mr. Puriuips. Does your investigation disclose any people who 
might have been on this list who refused to accept the payment? 
We notice that the Attorney General was not included in the list. 
Was he not offered a check? 

Mr. Ketter. Mr. Chairman, as I recall, the former Attorney 
General took office in the late spring of last vear, I doubt if he could 
have accumulated enough leave, between then and January 20, 1953 
to have received a payment in excess of $1,000. He may have 
received a payment. 

Mr. Puiiutps. There is a statement that Mr. Averell Harriman re- 
ceived a check for $48, is that correct? 

Mr. F. L. Yarrs. We have not checked that. A newspaper article 
stated that was the amount. 

Mr. Puritirpes. Would you also state, if it is within the knowledge 
of anyone here, whether anyone who was offered a check refused to 
accept it. 
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Mr. Stipney R. Yares. Is this the compensation they were sup- 
vosed to receive as officers of the United States? 

Mr. Puitures. Which one 

Mir. Sipney R. Yares. Either Mr. Harriman, or any other official 
of the Government? Is your point, Mr. Chairman, that these officers 
should not have received that money as part of their compensation? 

Mr. Putiuips. I have tried to make it clear that my personal feel- 


ing is that I think some of these higher brackets were certainly not 
intended to be included, and if they were knowingly in the record, 
they should not have been there. I do not think that particular type 


of employment should have an entitlement to accumulated leave and 
then take it in cash. I was not making any distinction between Mr 
Harriman or Mr. Brannan or Mr. Snyder or any of the others. I] 
merely asked the GAO to check and inspect the report that said Mr. 
Harriman had received a check for $48. 

Miss Perkins, would you like to comment on that? 


LEGISLATIVE INTENT AS TO LEAVE ACCUMULATIONS 


Miss Perkins. I would like to clear up one thing with regard ‘to 
legislative intent, because my memory is quite clear on some aspects 
of the law of 1936 and 1944. I was one of those who recommended 
I do not think I appeared before the Civil Service and Post Office 
Committee 

Mr. Rees. It was the Civil Service Committee at that time. 

Miss Perkins. The Civil Service Committee, but certainly I, 
and a number of other officials of the Government, had been dis- 
turbed by the situation in which we found ourselves when high and 
important officials retired and had accumulated leave, which at that 
time made it necessary to carry them on the payroll for a considerable 
number of weeks, and even months, in periods of tight budgets, and 
we found no way by which we ada appoint their successor until 
that time had expired. It wasa very difficult and embarrassing situa- 
tion. The case of the Assistant Secretary of Labor comes to my mind, 
because it created such a difficulty. He resigned in June 1937, and 
had to be carried on the payroll until November. During that time 
he was not present in the flesh and he was not working, and yet, we 
had a vacancy which we could not fill, which was embarrassing at 
the time, because we needed a particular kind of activity which only 

—— of that type could do. 

I had been suggesting to people for a long time that some way 
be ios by which we could close out these long-time vacations which 
came at the end of a period of service. 

The 1939 request of the Comptroller for an opinion on the matter, 
seems to have been signed by me, although it took place in the Wage 
and Hour Division, which at that time was a semi-independent agency, 
and I am not sure whether we did the business of finance for them or 
not Sut, at any rate, the head of the Wage and Hour Division had a 
serious illness and it was necessary for him to retire and to resign and 
he did. He resigned to the President because he was a Presidential 
appointe e, confirmed by the Senate. He resigned by letter, and under 
the practice at that time, it meant his active duty would cease on 
October 1, subject to his accrued annual and current leave. That 
meant there was a cued of—I have forgotten how many months— 
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that the post could not be filled, and since he was the operator of a 
division which had to be operated and the work of the division could 
not be stopped, I was obliged to search around for someone who would 
accept the post, without salary, practically. | think we paid him a 
dollar a year, but we got a retired Army officer, General Fleming, who 
was a retired colonel at that time, who had a retirement officer’s pay 
and who could, therefore, be assigned by the President Lo any duties 
which were of benefit to the United States Government. It was all 
right, and I do not complain about him, but it limited our choice very 
considerably and it did cause an embarrassment 

So, | was among those who constantly urged some way by which 
the vacation leave and rights, which we all regarded as rights, could 
be commuted into a cash payment, thereby freeing the post for a 
replacement. 

I pointed out to vou that if this cash payment had not been made to 
these recent officials, they would have been carried on the rolls after 
their successors would have been appointed, which would have been 
very complicated and very confusing and, using the greatest kind of 
courtesy and restraint, it would have been difficult to have made 
things go smoothly. It would have been riduculous and this seems 
to be a practical solution. 

The same thing happens a lesser officers when you have a reduc- 
tion in force. You have a great many people who are separated from 
the service with a variety of accumulations of vacation time and it is 
infinitely simpler to pay them a lump sum and have that off the books 
as a charge, rather than carrying those a for 2 weeks or 2 
months on the payroll. He is through as of a certain date and he 
collects his sal: ary and is handed a check that re ‘ake sents the value of 
the vacation time to which he is entitled by law, and the rulings have 
been correct that it was a “right.” 

I might point out to you that even high officers of Government 
sometimes work very hard and are aie great strain. Some of them 
do, and I am not pretending to say what everyone does, nor do I 
suggest any personal example, because I have an iron constitution, but 
I do know that even high officials get very tired, particularly if they 
are of a nervous temperament and those who take things very hard. 
I know many of these people, who after 2 years, 3 years, 10 years, or 
5 years of service, bearing heavy responsibilities, leave the service 
very tired. They are really worn out and need a little prolonged 
vacation or rest, and their doctors recommend it and they take any- 
where from 4 to 6 weeks’ holiday, in which they divest their minds of 
worry and responsibility which they have been carrying, and prepare 
for a new post. 

I think I should point out to you, in fairness to some of the people, 
that many of these persons who hold high office are not rich people. 
They are no richer than anyone else. They have the same inhibitions 
against taking a holiday, if they do not have the vacation money 
coming to them that other Government employees have, for which 
everyone feels sympathy. 

I say this only to indicate that I think the Congress was right, both 

1936 and in 1944, in the legislation which it formulated and passed 
and I think it was intelligent legislation. 

Mr. Puruures. I was going to ask you if it would not be better in 
these cases if the vacation time had been exhausted year by year for 
the employees’ own good and also for the good of the Government. 
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Miss Perkins. Possibly, and some of them, if they had followed 
the advice of the doctor, would have gone away on the Ist of June and 
stayed 30 days to rest up, but high officers of Government cannot do 
that, as you Members of Congress know. ‘Your doctor may tell you 
that what you need is a rest, but you cannot take it. You know there 
is important business of Government to be conducted and you stay 
here and do it, and the fact that occasionally Members of Congress 
drop dead, would indicate they have been staying on the job doing 
their duty. The same is true of other high officials of Government. 
They may know, physically speaking, that they ought to go away, but 


actually, they cannot. The demands of their post and the demands 
in the form of emergencies that might arise will suggest that they 
cannot in good conscience go away. If they did go to southern Cali- 


fornia and rest in your beautiful country, they could not divest their 
minds of the worry, nor could they, I believe, under the laws which we 
operate under, divest themselves of the responsibilities; if anything 
went wrong in their Department, it would be their fault. 

Mr. Purtiirps. Not unless we eliminate long-distance telephones. 

Miss Perkins. Well, even then they would find some way of reach- 
ing them. But their responsibility still continues and if anything 
goes wrong in their Department, or in the area of activity under their 
control, they are still impeac hable, even though they were taking a 
vacation in California. They just cannot do it. They are literally, 
day and night, Sundays and holidays, on responsible duty and I 
think to ask them to lay aside a period when they can take off for rest 
and rehabilitation is ridiculous. They cannot do it any more than 
you can, sir. 

Mr. Mircueuu. I would like to add a little. It does seem clear 
that the law has provided for these lump-sum payments and in my 
opinion, executives in Government should have leave for some of the 
reasons pointed out by Mr. Rees and Miss Perkins. As you say, 
Mr. Chairman, and as Mr. Rees said, there is some pertinency here 
as to industrial practices. What does progressive private industry 
do in this respect? 

I have tried to get together some preliminary information on what 
seems to be available in this regard. I would like to mention several 
studies that have been made by several organizations of private 
companies. 

There was one which was made in 1943, for example, that pointed 
out that two-thirds of the graduated dismissal plans studied, provide 
that dismissed employees shall receive vacation pay, as well as dis- 
missal compensation. This is a higher percentage than was found in 
a survey which was made in 1937. 

Mr. Puitures. What was the first date? 

Mr. Mircneiy. The first was 1943. So, apparently this was a 
trend at that time. In 1936 only one-half of the plans provided 
for earned vacation allowances, as well as dismissal compensation. 
We do not know from this material whether or not executives are 
covered, but it is true that most business executives are covered by 
ordinary unemployment insurance benefits in the case of loss of 
employment, and in many cases this is in addition to any severance 
pay plans which are provided | yy their company. 

Another study, which is more recent, shows that about 50 percent 
of the contracts between the employees and management treat vaca- 
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tion pay, with various limitations, as an earned right, and as such, 
it is payable to employees upon separation for suitable reasons. 

Mr. Puixurrs. This is all in addition to whatever severance pay 
allowances may have been made? 

Mr. Mircnue.u. Yes, sir; that apparently is the case 

One of our largest companies in this country has this plan, and I 
quote from their contract 


An emplovee whose services are terminated for any reason on or after the date 
upon which he becomes entitled to a vacation and before he has received a vacatior 
shall be paid a lump sum in lieu of vacation, computed as the amount to whi 
he would be entitled if his vacation were to begin on the day on which his emplovy- 


ment was terminated 


Mr. Sipney R. Yares. You will note that applies to the executives 
as well as to the employees. 

Mr. Mircneii. 1 was going to make that addition. We do not 
know for sure from this data. My suggestion, Mr. Chairman, and 
Mr. Rees, is that this is a high policy matter and it seems to me that 
it would be appropriate that there should be a study of dismissal 
pay for executives. It is a very fundamental problem. 1 think Miss 
Perkins has pointed out some of the problems here, and I believe we 
are all in agreement that it is something that has to be looked at 
very carefully. Such a study can be made quickly and I think it is 
something the committees might well go ahead on and find out just 
what progressive private industry does in this respect. 

Miss Perkins. We do know of our own knowledge that a very large 
number of compani s do so proy ide for their executives and that it is a 
part of the payment. They are entitled to so much vacation, or leave, 
per year, and that it does accumulate Those executives have a right 
to vacation time and he may take the vacation, if he can, but when he 
leaves the company, whatever he has not taken, is a cash payment. 
That is done in a number of universities. I know it is done at Colum- 
bia and | know that.it is done at a number of other universities. [am 
an alumnus of Columbia and that is why I said that. I also taught 
there once and | happen to know the practices I have no ulterior 
motive in saying that. 


LEGALITY OF TERMINAL LEAVE PAYMENTS 


Mr. Anprews. Mr. Yates, is it the opinion of the General Account- 
ing Office that this practice was legal, the practice of accumulating 
terminal leave and drawing pay for it? 

Mr. F. L. Yarers. Yes, sir; Mr. Andrews. It is the opinion of the 
General Accounting Office that these officials were entitled to accumu- 
lated leave, to use it and to be paid for unused leave, upon separation 
from the service. 


. sii 
INTERPRETATION OF THE Errect or THomas LEAVE LIMITATION 


Mr. Anprews. After Congress adopted the so-called Thomas rider, 
such practice would not be legal, is that correct? 

Mr. F. L. Yates. Yes; it would be legal, except that the amount 
of the leave that can be accumulated is limited by the Thomas 
amendment. 








ASO 


Mr. ANpDREws. Could you give us an opinion as to what savings 
have accrued to the Government because of the Thomas rider? 

Mr. F. L. Yares. Not a definite figure, but, of course, some savings 
would accrue, because the proviso requires that leave earned during 
anv 1 year, must be used or forfeited by June 30 of the next succeeding 
Veal ; 

Mr. ANprEws. It must be used? 

Mr. F. L. Yates. That is right 

Mr. ANprEws. That means a vacation must be taken? 

Mr. F. L. Yares. That is right. 

Mr. ANDREws. And no cash money can be recovered for the 
vacation time if it is not taken? 

Mr. F. L. Yarrs. Any leave that is not used by June 30 of the next 
vear is forfeited and cannot be superimposed upon past accumulations 
and be paid for 

Mr. ANprews. In other words, the employee must either take the 
vacation or lose it? 

Mi I: L YATES Yes; except they have until June 30 of the 
following vear to use 1 


Mir. ANpREws. They cannot skip a vacation and then draw money 


Mr. F. L. Yares. Except that the Thomas amendment apparently 
recognizes that emplovees had a vested right to leave already accumu- 


lat d prior to the e Te tive date ot the amendment. and it saved that. 


Mr. ANDReEws. That is for accumulated leave in the past Let us 
take ior instance, Tis al vear 1954 which is coming up Would it he 
possible in fiscal vear 1954 for a Kederal emplovee to skip the 26 days 

nnual leave that he is entitled to under the law and then after fiseal 
ear 1954 receive mon for it? 

Mi Woda res. He would lose the leave unless he took it by 
June 30, 1955 


He has 18 months in which to take it because he accumulates it 


during a pr riod of 121 ionths ana if he has not used it all by December 


he still has 6 mol months in which to use it 


\br \ Let \ thre lendar vear of 1953. if a man does 
( \ \ ( ovea 1953, he loses it, is that 
CO 

Mr. F. L. }¥ | He still has 6 months, until June 30, 1954, in 
\ Ch) oO 1 @' ] 

\ir. Tuomas. He has 18 months in which to take it 

Mii Anprews. But at no time can he receive money in lieu of that 
unnual leave? 

Mr. F. L. YaQ If he leaves the service before June 30, 1954, he 


e earned in 1953. 

Mr. Putiuips. Suppose, Mr. Yates, he started his leave on June 30 
and he has 5) days coming to him, must he conclude his leave before 
the end of the time, or may he just start it‘ 

Mir. Ke_uter. He would have to conclude it by June 30. 

Mr. F. L. Yates. Yes, he must take it by June 30. That does not 
mean he cannot be paid for past accumulation. 

Mr. Anprews. What I am talking about is the general effect of the 


Thomas amendment 


can ay paid ior unused lPAy 


) 
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Mr. F. L. Yarns. Yes, sir. 

Mr. Anprews. In other words, the situation which we have been 
discussing here this morning cannot arise in the future, that is, to 
accumulate annual leave and then separate from Government service 
and receive a lump-sum payment for the time accumulated? 

Mr. F. L. Yares. An employees accumulation of leave is limited, 
not the right to payment. 

Mr. Anprews. Can you give me any estimate as to what savings 
will accrue to the Government because of the Thomas amendment? 

Mr. F. L. Yares. Of course, I cannot give you figures on it, but 
the savings which would accrue would bear a direct relationship to the 
difference between his rights to accumulate leave under the Thomas 
amendment and his right to accumulate leave under prior laws. That 
is a very general answer, but that is all I can give you. 

Mr. Puiiurps. As I understand Mr. Andrews’ question, he is really 
referring to people who begin to accumulate leave under the Thomas 
amendment and that is What you have been answering, and not this 
ex post facto provision that was in the law. 

Mr. Corron, Suppose I am an employee of the Government and 
have taken no leave during calendar vear 1952. | LO into 1953 and 
some time just before the end of June 1953, I leave the Government 
service, can | collect cash for the one year and a half annual leave, as 
of the date I am severed from the payroll? 

Mr. F. L. Yarns. Yes, sir, vou can collect cash under the 1944 act 
for all the leave accumulated and unused by that time. 

Mr. Corron. So that the Thomas rider does not preclude any 
collection at the present time, m cash, and if a person leaves the 
Government service, he can take anything accrued and unused during 
the last 1S months 

Mr. F. L. Yares. That is right. It only limits the accrual of 
credits for which he can be paid upon separation 

Mr. Stipney R. Yares. Supplementing Mr. Andrews’ question, I 
have some sheets here which were handed me by Mr. Keller, showing 
payments to various Cabinet officials and other officials of various 
Government agencies, which show pavments which have been made 
upon their being separated from the Government, totaling $709,538.22. 

You are familiar with these sheets, are you not? T 
pared by the General Accounting Office? 

Mr. F. L. Yares. Yes, sir. J am not familiar with the details 


LEGALITY OF TERMINAL LEAVE PAYMENTS 


Mr. Stpney R. Yates. Were the payments that were made to 
these officials and employees of the various departments legal unde 
the law? 

Mr. Ketter. Do you mean the computations, or the principle. 

Mr. Stpney R. Yares. The principle; the law 

Mr. Ketier. They were all entitled under the law to accumulate 
leave and to be paid for any unused leave as remained to their credit 

Mr. Stpney R. Yates. Is there a distinction between the payments 
that were made to the officials and emplovees who are listed on the 
sheets which I have shown you and the payments that were made to 
the employees of the rent control office some time ago? 
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Mr. F. L. Yares. I would say there is no relationship between these 
cases and the rent agency situation, unless we find some designed 
situation in these cases, as was the case in the rent agency. 

| think we all agree that that situation arose because of design. 

Mr. Srpney R. Yates. But so far as you know at the present time 
the money that was received by the people listed in these pages was 
part of the compensation to which they were entitled under the law? 

Mr. F. L. Yarrs. Exactly, provided they were paid for the correct 
number of days’ leave they were entitled to and provided the com- 
putations are correct. 

Mr. Sipney R. Yares. That is a matter of computation? 

Mr. F. L. Yates. Yes, sir. 

Mr. Stpney R. Yates. Now, I should like to ask Mr. Rees a ques- 
tion, if I may 

As I remember your statement, you propose that Cabinet officers 
should not be fl1ven annual-leave payments. Where would you draw 
the line? Would you give it to Assistant Secretaries or Under 
Secretaries? 

Mr. Rees. It is a difficult question to answer, except this: I would 
say that these executives—we are talking about the executives now? 

Mr. Stpney R. Yates. That is right. 

Mr. Rees. Executives who when they leave that office continue to 
draw money and there is someone else sitting in that office at that 
time. If you want to pay them any money, if that is the way you 
feel about it, call it “severance pay,” and be done with it. You have 
two groups of people here. 

Mr. Stpney R. Yares. That is right. 

Mr. Rees. You have the career group of people who work for the 
Government and I find no fault at all with respect to that, but I am 
talking about the executive positions—Presidential appointments, if 
you will—who, when their terms expire, are out of that job and some- 
one else is sitting in that job. He is through, and someone else has 
come on, and while the next man is sitting in his job, this money is 
given to him. If you are going to hand it to him, let us not call it 
“annual leave.’’ Call it “severance pay,” but do not call it annual 
leave. That is my opinion. 

I appreciate Miss Perkins’ statement here as to what Cabinet 
members or others are entitled to after they have left the Govern- 
ment. As she says, they probably are entitled to a lot of respect 
and all that, but her statement seems to be this: If they do not take 
a rest while they are in the Government, then the thing to do is to 
pay them money instead. I think the intent of annual leave—the 
real intent of it—is for people to take this rest that we talk about. 
If they do not see fit to do it, then it is suggested you pay them for 
it so they can take the rest after they get through with their service, 
but the 1944 act was passed because it was wartime and we were 
trying to take care of the people and keep them going. 

Mr. Stpney R. Yares. Is not another purpose of annual-leave 
payments to serve as a payment in the nature of unemployment 
compensation? 

Mr. Rees. Yes, sir 

Mr. Stipney R. Yates. In the event they are separated from the 
Government? 
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Mr. Rees. That is the way it really works out. 

Mr. Stipney R. Yares. In addition to being a possible means for 
paying for a vacation, it also makes it possible for the employees 
themselves to accumulate leave so that if they are separated from the 
Government, they may have a cushion to tide them over until they 
find another job? 

Mr. Rees. As I understand Mr. Thomas’ view with respect to this 
thing, was that that is all right to a certain degree, but do not abuse it 
by accumulating a lot of money and continuing to work and that the 
thing to do, if you are supposed to take a rest, why do it. 

If you are going to get into the question of severance payments for 
people who leave the service, then you are in another area, I think. 


TERMINAL LEAVE PAYMENTS TO HicgH EXeEcuTIves OF GOVERNMENT 


Mr. Puiuutps. | was going to ask the committee whether we should 
put this list of the people who drew more than $1,000 in the hearings 
I think, perhaps, it should be a part of the record if we are going to 
refer to it. We had already considered putting them in the regular 
hearings and I think probably the proper place would be here. We 
have accumulated all this material on the subject and maybe it should 
be inserted at this point in the record. 
(The information follows: 
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Is it not true, Mr. Yates, that within the same period of time there 
Was a great sum of money paid to other employees as well who were 
leaving the Government as well under the terms of this law? 

Mr. F. L. Yarrs. Yes, sir 

Mr. Sipney R. Yarrs. It is a continuing proposition? 


Mr. F. L. Yates. Yes, sir: if thev had not used all their leave 


Views oF THE GAO In Retation tro Leave PAYMENTS 


1 have made the statement heretofore that we are not here as 
advocates for anvone who has received leave payments We are here 
to let the committee know what our decisions have been It is always 
our desire to be of any help we can to the committee. We ce rtainly 
have no question with respect to Chairman Rees’ statement as to his 
understanding of the intent of the 1944 act, but in construing legisla 
tion, we can only discover the intent from the legislative history | 
do not want anything I have said to indicate that either the 1936 act 
or the 1944 act or the Thomas amendment are in disfavor in the 
General Accounting Office 

As a matter of fact, for some reasons mentioned by Miss Perkins 
and by Mr. Mitchell and for some of the reasons set forth in Mr 
Rees’ statement, we in the General Accounting Office, including 
especially Mr. Warren and I, feel that the 1944 act was a very pro 
gressive, sound, signal, and well thought-out piece of legislation. 

Our feeling that the 1944 act was a very sound piece of legislation 
particularly, because of problems that we saw from day to day tM 
our audit work and our decision work in the General Accounting 


Office. We had a number of situations arise where an employee o1 
official of the Government was leaving the service and his place could 


not be filled, because the emplovee had to be permitted to hold on 
until he had used all of his leave Now. be did no work during that 
period of time He Was paid the same as he would havi been had he 
received a lump-sum leave payment at the time The ageney had 
LO Zo without services in that position In manv cases kev jobs were 
involved. The laws did not permit the use of two people in one job 


We were impressed also, Mr. Chairman, by the fact that, properly 
administered and with no payments made to which individuals were 
not entitled under the law, to pay for the unused accumulated leave 
Im one lump sum was a matter of economy for the Government 
because 1t ¢ yuld bye done with less cost than tO Carry thre emplovee on 
and keep him on the peas roll for several weeks or months when he was 
really all thro leh with the job 

We were impressed also with the fact that there was some savings 
n the interest of the Government ich a the elimination of the 
problem of dual compensation, stopping service credit for retirement 
on the last dav of active duty, and the elimination of the cost of 
carrying emplovees on the pavroll for several months 

There are several reasons why we thought, and still believe, that the 
1944 act is a very sound, four-square piece of legislation 

Acain, Mr. Chairman, | make no comment as to how Congress 
might want to change it, or as a matter ol poli v, limit it 
Mr. Rees. Do I understand, if I may ask a question, Mr. Yates 


that vou think it is sound all the way through and as it has been 
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applied with respect to executive officials of Government, as well as 
others? 


Mr. F. L. Yarus. I think so, Mr. Chairman. 
Mr. Rees. I just wanted the opinion of your office on that. 
Mr. F. L. Yarers. Yes, sir. Mr. Warren and I both feel strongly 


that it is sound in that respect, and Mr. Warren told me before I came 
up here that he hoped, if the committee gave me occasion, that I would 
say that he feels it is very sound legislation. 

You can have abuses under any legislation and errors under any 
legislation, but I should like to assure the chairman of this committee, 
and you, Mr. Rees, as to these particular cases, if there are errors of 
credits or allowances or computations, they will be corrected by the 
General Accounting Office in the adjustment and settlement of the 
accounts. 

Mr. Puriires. Having commenced this hearing with a statement 
that the committee had not questioned the legality of this, it would 
resolve itself into a policy matter within the jurisdiction of your 
committee, Mr. Rees. 

Mr. Ress. Yes. 


TERMINAL-LEAVE PAYMENTS AS A TyPE OF UNEMPLOYMENT 
(COMPENSATION 


Mr. Mrreneiu. Mr. Chairman, it seems to me that here we have a 
complicated problem of leave in the Federal service. As has been 
pointed out, the two chief purposes of leave are for rest and rehabili- 
tation, which is the basic purpose of leave 

Mr. Rees. That was my understanding. 

Mr. Mircue.u. But it also serves, in the absence of any unemploy- 
ment compensation, as such, for Federal workers, which is the law of 
the land for our industrial workers. 

In the absence of any severance pay for Federal workers, it serves 
two purposes: Rest and also in lieu of unemployment compensation. 
Therefore, it seems to me that the whole problem is extremely compli- 
cated. 

Mr. Puiturs. We may have complicated the situation ourselves 
by decreasing work hours. When we started on this problem back in 
1936, we probably were working a 6-day week and longer than 48 
hours—perhaps longer and perhaps not. Today we work a 40-hour 
week, and Saturdays and Sundays are now holidays, which gives a 
certain amount of recuperation over the weekend. More than that, 
have you tried to get anyone in some of these departments at 4 
o'clock on Friday afternoon, especially at the policy level we are 
talking about? 

Miss Perkins. Yes. 

Mr. Rees. I have just one thing which I would like to ask. 

According to your statement, Mr. Mitchell, as I understand it, 
if the executive in this case does not happen to take his annual leave 
and the time off, when he gets this check for $5,000, or whatever it 
is, you would call it more in the nature of severance pay? You are 
going to cut his severance pay by the amount of time that he took off 
for vacation while he was in office? 

Mr. Mircuetyi. That would be the effect of it; that is correct. 
And, if you do that, why, that is a reduction in severance pay, as you 
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pointed out. That is why I think the whole thing has to be explored, 
and very carefully 

Mr. Epwarps. I wanted to comment on the length of the workweek. 
In 1936 we had a 39-hour workweek: 7 hours, 5 days a week, with 4 
hours on Saturday morning. . 

Mr. Puiuuips. That is news to me. 

Mr. Rees. How long was that in effect? 

Mr. Epwarps. From the time I entered the Government service in 
1927. 

Mr. Puiuures. The 40-hour week came in as an extension of time to 
do this war work? 

Mr. Epwarps. Yes, sir, and then to 48 hours. 

Mr. Puitures. Do you mean we were working only a 39-hour week 
in the Government, on a 6-day basis? . 

Mr. Epwarps. That is correct. 

Miss Perkins. That is now a common practice in private enter- 
prise and was at that time the usual practice for officeworkers. 

Mr. Rers. Would it be well, in order to keep the record straight, to 
state that they actually worked more than 39 hours, but the workweek 
was 39 hours? 

Miss Perkins. We do not know how many hours they worked. 

Mr. Rees. The 39-hour week was being practiced before we went 
into the war, because we increased the salary of employees in order to 
take the place of the overtime. Am I right about that? 

Mr. Epwarps. I am sure, sir, that there was a great deal of over- 
time performed. 

Mr. Rees. That is correct 

Mr. Epwarps. During the early days of the war, in 1942, there was 
an extension to 6 days and 8 hours a day, or a 48-hour week. 

Mr. Puiiuies. We thank you very much. We are always glad to 
see you, and we hope we do not always confine ourselves to cases like 
this when you are here. 

(The following letter was received by the committee for insertion in 
the record: ) 

COMPTROLLER GENERAL OF THE | NITED STATES 
Washington 25, March 16, 1953. 
Hon. Joun PHILLIPs, 
Chairman, Independent Offices Subcommittee, 
Committee on Appropriations, House of Representatives. 
My Dear Mr. Cuarrman: During the hearings before your subcommittee on 


March 13, 1953, on the subje ct of payments to former officials of the Government 
for accrued annual leave, you requested that the following additional information 
be furnished: 

1. The amount paid to Mr. J. P. MecGranery, former Attorney General, for 
accrued annual leave upon leaving the Government service on January 20, 1953 

2. The basis for computing the leave payment made to Mr. W. J. Donnelly, 
former United States Commissioner to Germany, as compared to leave payment 
made to Mr.S. H. Browne, former counselor at Rangoon 

3. Did any Government official refuse or fail to claim payment for accrued 
annual leave? 

With reference to Mr. J. P. MeGranery, former Attorney General, the General 
Accounting Office has been advised by the Department of Justice that payment 
was made to Mr. McGranery for 88 hours’ leave in the amount of $914.07. Mr. 
McGranery’s salary was $22,500 per year. 

Computations for payments to Mr. W. J. Donnelly and Mr. 8. H. Browne are 
as follows: 
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DONNELLY 


Accrued i 12S da ) yur 
Salary: $25,000 per vear, or $961.54 each pay period 
128 days, 5 hours leave, plus 2 holidays equals 13 pay periods, plus 5 hours 
15 pav p mis at SUOL.54 Bie. 590. O02 
: irs at $12.02 60. 10 
Tota 12, 560. 12 
i 
Al ; * 
H. BROWN} 
Salary, $13,200 per vear or $507.69 eac! pay period 
131 days, 5 hours leay plus | holiday equals 13 pay periods, plus 21 hours, 
13 pav periods at $507.69 $6, 5909. 97 
21 hours at $6.35 133. 35 
ante 6, 733. 32 
1 
) 

With reference to the question as to whether anv Govern nent official refused 
or fa it lain payment for accrued annual lea the General Accounting Office 
aware of anv su as However. no detailed check has been made 

S ! ) 
LINDSAY ¢ WARREN 
(‘om ptro Ceneral of the United States 


Tuurspay, Marcu 5, 1953 


GENERAL ACCOUNTING OFFICE 
WITNESSES 


LINDSAY C. WARREN, COMPTROLLER GENERAL OF THE UNITED 
STATES 

F. L. YATES, ASSISTANT COMPTROLLER GENERAL OF THE UNITED 
STATES 

ROBERT F. KELLER, ASSISTANT TO THE COMPTROLLER GENERAL 


Mr. Potties. Gentlemen, we have with us this morning the Comp- 
troller General of the United States and other members of his staff 
to discuss with us the request for appropriations for the fiscal vear 1954 
for the General Accounting Office. I think I ean sav on behalf of 
the members of the committee, Mr. Warren, that we are delighted 
to see you; and we hope you are improved. You have had a rather 
rough time over the last veai 


ANNUAL LEAVE PAYMENTS IN THE OFFICE OF RENT STABILIZATION 


Mr. Comptroller, before I ask you any questions with reference to 
the General Accounting Office, there is a little matter that I would 
like to put in the record, with respect to a matter we had before this 
subcommittee in connection with the Office of Rent Stabilization. It 
is not necessary to go into the details here, but this refers to the case 
where employees of the Rent Stabilization Ageney had contrived a 
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means of paying themselves a substantial amount of money in several 
instances by transferring themselves from the permanent status to a 
temporary status, taking money for accrued leave, after a length of 
time, which otherwise they would have had to refund under the law, 
and then transferring themselves to a permanent status again, again 
taking money for accumulated and temporary time 

It was discovered, Mr. Warren, that this was not the first time 
that individuals had done this, and that in the case of 1 of the em- 
plovees involved, and who perhaps was the instigator of the idea, 
she had received 4 such payments 

It was the feeling of the committee that we simply refer it to you 
and refer it to the Attorney General 

[ received from your Office, under date of February 20, what | 
will refer to as your report B-113811, accompanied by an investi- 
gation report and the supporting evidence which I will identify as 
your No. [-18007, also dated February 20, 1953, in which vou dis 
cuss in some detail this matter of lump-sum payments for accumu- 
lated leave to various employees of the Economic Stabilization 
Agency, Office of Rent Stabilization 

The report is included on pp. 496-500 

In the accompanying letter, which was signed by Mr. Yates, the 
Acting Comptroller General, who is here, you draw the conclusion 
which I will ask the reporter to write into the record, beginning on 
page 5 and concluding with the matter on page 6 

It was the feeling of the committee at that time, that while this 
is along the line we would naturally expect the Comptroller’s office 
to take, it was not what we would consider a forthright opinion, as 
forthright an opinion as we are accustomed to see from the Comp 
troller General of the United States 


Decision OF THE ComprroLtLER GENERAL IN’ REN’ 
STABILIZATION Cask 


And I am very much pleased to have in my hand, under date of 
March 4, a letter which I will give to the reporter and ask him to 
put in the record, which refers to conversations that were had with 
Mr. Weitzel and Mr. Keller on the subject, 

(The letter referred to is as follows 


COMPTROLLER GENERAL OF THE UNITED STATES 


MW hingtor \/ / 4) 
Hon. JOHN PHILLIPS 
Chairman. Independent O fhice s Subcommittee, 
Committee on Appropriations Hlouse of Representatives 

My Dear Mr. CuarrMan: Reference is made to your recent conversati 
with Mr. Weitzel and Mr. Keller of my staff concerning the full import of the 
Acting Comptroller General’s report of February 20, 19538, with respect to the 
lump-sum leave payments made to employees of the Office of Rent Stab tio 
in 1950 and 1951. 

In mv judgment and in the judgment of Mr. Yates, who in my absence sent the 
report of February 20 to you, the payments made by the Office of Rent Stab 
tion were in bad faith, being the result of a contrived series of personnel actions 
and for that reason were illegal. The payments violated the intent of the annua 
and sick-leave law then in effect. ‘The payments were an improper charge agai! 


the appropriation for the Office of Rent Stabilization for the fiscal vear 1950 
Payments made in June 1950 were charged against the 1950 appropriation, whereas 
inder proper circumstances any charges applicable to these leave accumulations 
would have been made against 1951 or later appropriations, depending upon the 


circumstances 1n each Cast 
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The General Accounting Office will take every possible step to see that in any 
case where the transactions in 1950 or 1951 resulted in an additional cost or 
liability to the Government appropriate collection or adjustment in leave accounts 
will be made To that end, the Acting Direétor, Office of Rent Stabilization, 
has been requested to transmit to the General Accounting Office for settlement 
any proposed lump-sum leave payments to employees of the agency, as well as 

final salary due employees upon termination of their services. The Acting 
Director has agreed to this request 
} cision of today, a previous ruling of the Comptroller General was 
modified The new decision holds that under the 1951 Annual and Sick Leave 
Act an employee who leaves a permanent position and receives a lump-sum leave 
payment for his accrued annual leave must upon reemployment in a temporary 
position make refund of the leave payment even though there was a break in 





service between the permanent appointment and temporary appointment and 
notwithstanding under the present law the employee is not credited with annual 
leave until after 90 davs of service The decision of today and the provisions 


of the 1951 Leave Act preclude the possibilty of recurrence of a situation such as 
| I 
happened in the Rent Stabilization case. 
Sincerely yours 
LINDSAY C. WARREN, 
Comptroller General of the United States 
I , 


(The decision referred to in letter above is as follows:) 


COMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington 25, March 4, 1953 
AcTING CHAIRMAN AND ExecutTIvE Director, UNITED STATES CIVIL SERVICE 
COMMISSION. 


My Dear Mr. Epwarps: Reference is made to Office decision of December 
14, 1951 (31 Comp. Gen. 215), to the former Chairman, United States Civil Serv- 
ice Commission, concerning several questions under the Annual and Sick Leave 
Act of 1951, effective January 6, 1952 (65 Stat. 679 

This Office recently has received a letter from Senator Olin D. Johnston, a 
member and former chairman of the Senate Post Office and Civil Service Com- 
mittee, wherein he urges reconsideration of the conclusions reached in the above- 
mentioned decision with respect to employees who are separated from positions 
for 1 or more workdays and then reemployed under temporary appointments for 
less than 90 days more specifically, the answer to question 6 (b 

In the aforesaid decision it was held that, under the Lump-Sum Leave Act of 
1944 (58 Stat. 845), an employee who received a temporary appointment for less 
than 90 days after a break in service of 1 or more workdays, would not be required 
to make refund for the unexpired portion of the himp-sum leave payment received 
in the prior position 





That conclusion enabled the departments and agencies to appoint employees 
to temporary positions for short periods up to 90 days after they had been sepa- 
rated from permanent positions without the necessity of processing the paper 
work incident to the refund of payment for the unexpired portion of the annual 
leave accrued by such employees in their permanent positions. It has been 
brought to attention that such rule possibly could be the subject of abuse in 
that administrative offices might use it as an instrument to avoid assuming the 
burden of annual leave accumulated by employees in prior positions even when 
they know the employee’s services are needed for more than 90 days. That is 
accomplished by separating the employee from the temporary appointment limited 
to less than 90 days upon expiration of the period covered by the lump-sum leave 
payment in his prior position and then reinstating him in a permanent or indefi- 
nite position after a break in service of 1 or 2 days from the temporary position. 
Likewise, it is possible that departments or agencies might, by the use of the 
same method, undertake to make payments to employees for leave which they 
otherwise would be required to forfeit by reason of sections 203 (c) and (d) of 
the Annual and Sick Leave Act of 1951, or of section 401 of the Independent 
Offices Appropriation Act of 1953 (66 Stat. 418). 

The referred-to holding in the decision of December 14, 1951, was intended, 
of course, to apply only in cases of bona fide appointments for less than 90 days. 

The matter has been further considered and it is felt that there is a substantial 
legal basis for the conclusion reached in the decision of December 14, 1951. How- 
ever, on the other hand, a strict construction of the language of the Lump-Sum 
Leave Act of 1944—requiring a refund on account of unexpired leave by em- 
ployees when reemployed under the same leave system—equally warrants the 
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view that, in cases such as those here involved, a refund is required despite the 
fact that an employee will accrue no additional leave under his temporary appoint- 
ment. This seems particularly so since the Annual and Sick Leave Act of 1951 
was intended to place all employees covered thereby under the same leave system 
regardless of the type or tenure of their appointment. 

Accordingly, in order to prevent departments and agencies from avoiding restric- 
tions on appropriations or on the ‘accumulation of leave, you are advised that, on 
and after the date of this decision, a refund will be required of the unexpired por- 
tion of the lump-sum leave payment received by an employee who is reemployed 
in a temporary position for less than 90 days after separation of 1 or more work- 
days from a prior position. Of course, the employee under such circumstances 
would be entitled to a recredit of the annual leave represented by the refund 
which would be available for use during the temporary employment period. The 
answer to question 6 (b) in decision of December 14, 1951, supra, is modified to 
that extent. 


Sincerely yours, 
Linpsay C. WARREN, 
Comptroller General of the United States. 

Mr. Puruures. I want: to ask you three questions, all of which | 
will ask now. 

The first question is Have you any further comment to make on the 
situation? 

The second question is, How widespread do you believe, Mr. War- 
ren, this little conspiracy, whatever you may call it, is in the agencies 
and the departments of Government? 

Third, is there any suggestion that you have as to means of de- 
termining when it takes place, in which we might be helpful, or have 
you any suggestions for preventing it in the future? 

Mr. Warren. Mr. Chairman, this matter arose during my absence. 

Mr. Puiuuips. | understand. 

Mr. Warren. I was only brought up to date on it recently. 

Mr. Puruuips. Yes. 

Mr. Warren. There is no question about the illegality of the 
transactions. As to how widespread, I am going to ask you to hear 
Mr. Keller. 

Mr. Ketter. Mr. Chairman, we have made a number of inquiries 
since the Office of Rent Stabilization case came to our attention. To 
date we have found no indication of a widespread practice. As far 
as a recurrence in the future is concerned, I think it is virtually 
impossible by reason of the provisions of the 1951 Annual and Sick 
Leave Act and a deeision of the Comptroller General of March 4, 
1953. The situation is pretty well locked up insofar as the law and 
decisions of the Comptroller General are concerned. But, the law 
and decisions can only go so far. I don’t think it will recur again. 

Mr. Puiuuirs. If I understand correctly, the Comptroller General 
is trying now to recover this money, and that may be some further 
deterrent. 

Mr. Ketuer. That is correct. In some cases it is going to be a 
very sizable amount which an individual will be required to repay. 

Mr. F. L. Yares. There is one statement I would like to make 
with your permission, Mr. Chairman. 

Mr. Puruurps. Yes. 

Mr. F. L. Yarrs. I think you stated in connection with the memo- 
randum which I transmitted to the committee that it was not as 
forthright as you had been accustomed to receive from the Comp- 
troller’s General Office. 
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Mr. Puitures. Would you not agree with that? 

Mr. F. L. Yarrs. I cannot let that stand, without at least saying 
this: That it was certainly not intended that it should not be forth- 
right. 1 think perhaps we merely did not use the wording which the 
committee would have preferred us to use. 

Mr. Puiturps. It did not say that this was an illegal situation 
It was merely said the payments were not proper. 

Mr. F. L. Yavrs. We said more than that in another place, but 
bear in mind this was not a decision; this was a report. 

Mr. Puiutuips. The matter is now very nicely fixed up. Mr. Jonas 
called my attention to the fact that Senator Williams had something 
in the Congressional Record yesterday on this subject. 

Mr. Jonas. I do not have it before me. 

Mr. Putuurps. Mr. Keller, did you have any further suggestions to 
make before we leave this matter of the leave payments? 

Mr. Kevier. I want to mention, Mr. Chairman, that when I was 
up here on February 10, 1953, on the Rent Office case, vou asked for 
a tabulation of terminal-leave payments made in the last 90 days to 
employees Ih crade 15 and above. 

Mr. Paruuips. Yes. 

Mr. Ketter. We have now reports from about 70 out of 72 agencies 
circulated. I think a complete report can be given to vou within a 
very few days 

Discussion off the record 

Mr. Patuurps. Mr. Cotton reminds me that I asked you, Mr. Kelley, 
if you had any other suggestions concerning anything this committee 
might do—that was my third question, I believe. 

Mir. Kevier. | do not think it is necessary that the committee take 
any steps insofar as the past case is concerned 

Mr. Paruuies. How about the continuance of the Thomas rider? 

Mr. Ketier. That is entirely up to the committee. The rider 
certainly prevents further leave accumulations. 


REPORT OF THE GENERAL ACCOUNTING OFFICE WITH RESPECT TO LUMP= 
SUM LEAVE PAYMENTS 


The report is as follows 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D. C., February 20, 1953 


REPORT OF THE ACTING COMPTROLLER GENERAL CONCERNING ACTION OF THE 
GENERAL ACCOUNTING Orrice With Respect To LuMp-SuM LEAVE PAYMENTS 
ro EMPLOYEES OF THE OFFICE OF RENT STABILIZATION IN 1950 AND 1951 AND 
EMPLOYEES OF THE DEPARTMENT OF THE ARMY IN 1947 


Investigation has been made by the General Accounting Office concerning 
lump-sum leave payments made to 52 employees of the Office of Rent Stabilization 
in 1950 and one case early in 1951. The report of the Office of Investigations, 
(eneral Accounting Office accompanying this report, is confined primarily to the 
facts which have been ascertained with respect to employees of the Office of Rent 
Stabilization. However, there are additional factors which enter into the case. 
These factors are: (1) The act of December 21, 1944, and its effect; (2) decisions 
of the Comptroller General interpreting the act; (3) action of the General Accoun- 
ing Office in 1949 with respect to a similar case involving 3,000 employees of the 
Department of the Army; (4) prior action of the General Accounting Office 
concerning the payments made by the Office of Rent Stabilization; (5) present 
position of the General Accounting Office concerning the payments made by the 
Office of Rent Stabilization; and (6) the effect of the Annual and Sick Leave Act 
of 1951. 
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THE ACT OF DECEMBER 21, 1944, AND ITS EFFECT 


The act of December 21, 1944 (58 Stat. 845), provides for payment in one 
lump-sum for all accumulated and current accrued leave upon the separation of 
employees from the service or upon transfer to agencies under a different leave 
system. Under the latter situation (transfer to different leave system), no refund 
of any part of the lump-sum payment is required even though the period over 
which the payment is computed covers the same period for which an employee is 
receiving salary in another position in the Government. The act further provides 
that if an employee has received payment for his leave and is reemployes in a 
position under the same leave system prior to the expiration of the pe riod covered 
by such leave, a refund of the balance of the leave payment covering any period 
of employment in the new posiiton must be made In turn the employee is 
credited with the amount of leave represented by the refund he has mad 


DECISIONS OF THE COMPTROLLER GENERAL INTERPRETING rH! ACI 


The Comptroller General in decision of \pril 7, 1945 (24 ( omp Gen. 726), 
stated that the act of December 21, 1944, providing for lump-sum payments for 
leave upolh transfer of employees between different leave svstems did not apply 
to an employee who transferred from a permanent position to a temporary posi 
tion even though under the annual and sick leave regulations issued by the Civil 
Service Commission it was not mandatory that the leave credit be transferred 

In 1946 the question of payment for accrued leave to employees upon transfer 





from permanent positions to temporary positions Was again submitted to the 
Comptroller General. Several cases were pointed out where emplovees holding 
permanent positions with substantial a ial leave accumulations had been trans 
ferred or reemploved in temporary positions in different agencies and were not 


given anv credit for the annual leave in the new ageuce As indicated above, 
the leave regulations issued by the Civil Service Commissio1 provided that the 
credit of annual leave to an emplovee under these circumstances was left to the 
discretion of the agenev to which the employee transferred As a practical 
matter, verv few agencies ever permitted employees to transfer the annual leave 
they had earned i permane! { poOsitlol s to their temporar positions because the 
agency did not wait to assume liability for payment of the leave at a later date 
As a result the accrued leave merely remained to the credit of the emplovee in 
the permanent position he had left to be picked up in the event of subsequent 
reemployment in another permanent positiot In consideration of the matter, 
question arose as to whether after termination of temporary appointments, some 
of which were held for periods up to 1 year, lump-sum payments could be made 
for leave accrued prior permanent positions or whether the leave was forfeited 
urless the employee was able to again obtain a permanent positior 

In reviewing the matter the provisions of the Annual Leave Act of March 14, 


1936 (49 Stat. 1161 were reexamined to ascerta whether the leave provided 
for in the act for temporary ard permarent emplovees in fact constituted the 
same leave system. The Comptroller Gereral, in decision of October 24, 1946 
26 Comp. Ge 259), concluded that the 1986 act did in fact set up two different 


systems of leave for temporar and permarent emplovees im that the annual 
leave for permanent employees was earned on the basis of 26 davs per vear, 
whereas temporary employees earned lea e ov the basis of 2!) davs for each 
month of service Another consideration was the different treatment accorded 
to temporary’ emplovees by the leave regulations which, as previously indicated 
did not require the transfer of avvual leave when an emplovee transferred from 


a permanent position to a temporary positio This situation, under certain 
circumstances, could cause the forfeiture of the annual leave credit It was 
pointed out in the decision that the Congress in enacting the 1944 act apparently 
interded to authorize a lump-sum leave pavment in every situation in which an 


emplovee otherwise might be compelled to forfeit the leave which had accrued 
to his credit 

After decision of October 24, 1946, until the enactment of the Annual and 
Sick Leave Act of 1951 (65 Stat. 679), the departments and agencies were au- 
thorized to make lump-sum leave payments to employees, without any liability 
on the part of the employees to refund any portion of the payments upon bona 
fide transfers between permanent and temporary positions. However, the 
decision was never intended as authorizing the transfer of an employee from a 
permanent position to a so-called temporary position for the sole purpose of paying 
the employee for accrued leave to his credit, or liquidating a liability of the ageney 
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ACTION OF THE GENERAL ACCOUNTING OFFICE IN 1949 WITH RESPECT TO A CASE 
INVOLVING 3,000 EMPLOYEES OF THE DEPARTMENT OF THE ARMY 


The first case of any wholesale transfers of employees from permanent positions 
to temporary positions with a subsequent return to permanent positions for the 
specific purpose of liquidating the agency’s liability for lump-sum payments for 
accrued annual leave came to the attention of the Comptroller General in 1949. 
Audit of civilian pay records of employees of the Department of the Army, Antilles 
Command (West Indies), showed that in 1947 approximately 3,000 employees 
of that command had received lump-sum payments for annual leave under such 
circumstances. The Audit Division of the General Accounting Office addressed 
a letter to the Army installation requesting that the authority be furnished for 
the action taken. The reply stated that such action was taken under authority 
of a telegram dated April 1, 1947, issued by the commanding general, Antilles 
Department. That telegram revealed that the primary purpose of the action was 
to pay off annual leave liability from excess funds of the 1947 appropriation of 
that command, it being anticipated that a reduction in funds would be made for 
the fiscal year 1948. The matter was brought to the attention of the Comptroller 
(general and the information concerning this situation was sent to the Civil 
Service Commission by letter of the Comptroller General dated March 28, 1949, 
with the request that advice be furnished as to whether the action of the Depart- 
ment of the Army in converting permanent employees to temporary and then back 
to permanent was in accordance with the Commission’s regulations, or otherwise 
had the approval of the Commission. The Civil Service Commission replied under 
date of April 20, 1949, and stated that the Commission had no jurisdiction with 
respect to the positions In question since thev were “‘schedule A’”’ positions out- 
side of the United States 

Thereafter it was decided that while the payments were irregular no further 
action would be taken. If collections were required from the employees involved 
the annual leave represented thereby would have to be recredited to the employees’ 
accounts, and payment again made for the accrued annual leave when the em- 
ployees were finally separated from the service. It was thought that the Govern- 
ment possibly would have had to pay more for the leave if this action had been 
insisted upon because of promotions and other pay changes affecting many em- 
ployees. Further, it was realized that many of the employees, in all probability, 
had been separated from the service in the 2-year period which had elapsed be- 
tween 1947 and 1949 because of the reduction of civilian personnel by the Army 
in 1948 secause of these factors and the cost of examining some 3,000 leave 
records, attempting to effect collection of the payments, and making adjustments 
for the recredit of annual leave, the Audit Division was instructed that credit 
could be allowed for the payments made, 

The employees of the General Accounting Office who worked on this case in 
1949 do not recall that it was thought a proper case to report to the Congress. 
Thev believed the case was an isolated one, no others having come to their atten- 
tion at that time 
PRIOR ACTION OF THE GENERAL ACCOUNTING OFFICE CONCERNING THE PAYMENTS 

MADE BY THE OFFICE OF RENT STABILIZATION 


In August 1951 General Accounting Office auditors made an on-the-site audit 
of the payrolls of the Office of Rent Stabilization (then Office of the Housing 
| xpediter TI is audit was cor ducted bv Mr. J kK. Me Manus (not presently 
emploved by the General Accounting Office). During the course of the audit, it 
was discovered by Mr. Me Manus that in June 1950 a number of emplovees of the 
Office who held permanent appointments were terminated and immediately given 
temporary appointments in the same positions. By reason of the termination of 
the permanent appointments the employees were paid for al] annual leave accrued 
to their credit as of the date of termination. The employees were allowed to 
remain as temporary employees until such time as the period covered by the leave 
payment expired and then were given permanent appointments and paid for all 
leave accrued to their credit during the period ef temporary appointments. 

Mr. McManus prepared a memorandum of the facts addressed to Mr. H. H. 
Sasscer, auditor-in-charge, dated August 29, 1951. This memorandum was pre- 

ared for the signature of Mr. L. C. Tredway who was the immediate supervisor 
of Mr. MeManus. Mr. Tredway (not presently emploved by the General Ac- 
counting Office) was interviewed in the past week. He believes, to the best of 
his knowledge, that the memorandum was taken to the office of Mr. H. H. Sasscer 
and discussed with him and Mr. Wineberg, zone audit chief, on September 3, 





1951. Mr. Tredway believes it was decided at the conference that in v 
1946 and 1949 decisio: of t} 


the ¢ omptre ller General’s office at } 


ew of the 
port would be made to 
time, but an informal exception would 


















issue to see what explanation the administrative office could offer Op September 
12, 1951, Mr. MeManus issued an informal exception, which is used bv the 
General Accounting Office to raise a question with an agen inder audit and 
request an explanation of a particular payment made Che informal exception, 
was taken against the lump-sum leave payment made to Mr. Edw Dupree, Jr. 
Mr. Tredway further stated that before any reply was made the 1951 Annual and 
Sick Leave Act was approved and ce e prac e to which ¢ tion was taken 
could no longer occur he advised M Sophine Donine, pay1 pervisor of the 
Office of Re Stabiliza ! resp e to a telepho ui from her, that no 
repl to the mformal exceptio wa ece i 

Upon examinatio if the auait f f Cast ‘ atter is been 
reopened a Copy ¢ he mel randu ( 24, 195 Was fou llowever 
either the or al of the memorand I e€ CO} ol ‘ I ul ¢ eptlo 
lated Septem Pia 3 l, wa th the f \ oroug ear has bee made 
for these documents w out ( i re ( ! thi matter I » J peheve 
hat the documents were wi a trom the files with al proper intent I 
purpose Certainly anyone removing a ment an attempt at concealment 
vould not be likely to leave a copy of the document removed, a the case of 
he August 29, 1951, 1 morandum i eve the |] I fa now 
disclose tl ubsen. rf ese do ! ro e file is had no bearing upon 
the action take In the case, 

Ny \ieManu rey wed the audit fil oO February 7 1953, 3 1 he has 
furnished a statement that to the best of his knowledge the files are complete 
except for the two documents mentioned \ similar statement has been obtained 
from two emplovees of the General Accounting Office who reviewed the files in 

uly 1952 in connection with the 1952 pavroll audit of the Office of Rent Stabi- 
| itor 

Neither the Co1 oller Ge ral 1 I ta lightly the responsibility for the 
proper safe irding of paper In my experience wi the General Accoun y 
Office sin« creation « the Office in 1921 has be an extremely rare occasion 
when official papers could not be located immediately 

With reference to the decision made by the audit personnel not to report the 
payments made by the Office of Rent Stabilization to the Comptroller General 
| Cal ee the reasoning for s ha deci nm but I « npl wICallV ¢ gree with it 
This wes 41 matter involvir 3 emplovet recelv! pavment ; re iting in 
excess of $100,000, and a transaction it was highly questionable both from a 
legal and moral standpoint Notwithstanding the action directed in the Army 
case, which had no general application and was not intended as a precedent, the 
case of the Office of Rent Stabilization ould have been promptly brought to the 


attention of the Comptroller Geners 





PRESENT POSITION OF THE GENERAI CCOUNTING OFFICE CONCERNING THE 
PAYMENTS MADE BY THE OFFICE OF RENT STABILIZATION 

















| pon review ol all of tl fact how dal clo ed In connectilor Wit! tne paymel! 

made for accrued leave by the Office of Rent Stabilization, there is no doubt that 
the shifting of emplove from permal t to temporary po and the back 
to permanent positions was done for the sole purpose of making payment 
accrued annual leave The appointments were not in fact bona fide Cherefore, 
the payments made for accrued leave as a result of the transactions were not 
proper. However, the full monetary result has not bee omplet leveloped 
at this time If a flat position is taken that all emplove should repa he 
amounts received in lump-sum leave payments there would necessari e to be 
recredit to the emplovees’ leave account e Government 1 make a 
collection with one hand and assume a lia with t other ome ses 
the liability would have to be paid off 1 he near f ur | eca eO 
of Rent Stabilizs n there no a tor author for I ne | 
April 30, 1953 yme circumstance it could resul ! ‘ ( ' 
C;overnme! » require zr colle ( ( ymMol t nal ) 4 19 and 
recredit an employe leave a ( ! Aa i then pa ior a I leave oO ( m- 
ploy ( ere l ] 60 ¢ time oO 1era ! ( i } 

ederal employ have received a pa iSé | @) 
MV ere emplo vere Ca Vl ( to ) 
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LAWRENCE V. MELOY, CHIEF LAW OFFICER 

DAVID F. WILLIAMS, CHIEF, BUDGET AND FINANCE DIVISION 
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Mr. Puriuips. You say you have furnished that to this committee? 
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Mr. Epwarps. We mailed in the last day or two. 

Mir. Puiturps. We have not vet received it. 

Mr. Epwarps. I can get you another copy, I am sure. 

Mr. THomas. Can you phone the office now and ask them to send 
one over by messenger? 


Mr. Epwarps. Yes, si 


Mr. Poitiuies. 1 have been handed Department Circular No. 706 
which purports to be the one Mr. Thomas was asking about. Is 
that why you have given it to me? 

Mr. Wixurams. No, sir. I gave you that to indicate that the 
Commission had issued something to all agencies pointing out the 
dual responsibility 

Mr. Pariures. You mean there is another one? 

Mr. Wiiurams. This is not what you had reference to. 

Mr. Puriurps. But you did not say it here quite as definitely as the 
Comptroller General said it. He called it illegal. You say it is 
contrary to the intent and purpose of the Commission’s regulations 
and it will bring the Federal service into disrepute. We agree with 
that. 

Mr. Epwarps. We are saying in the last paragraph of that letter 
that when we find instances of that kind the Commission will take 
whatever corrective action is necessary to enforce the intent of the 
law. 

Mr. THomas. What did vou do in this particular case? It is just 
about as flagrant a case as I ever saw 

Mr. Epowarps. That happened, as you recall, in 1950. 

Mr. THomas. But I asked you what you did. 

Mr. Epwarps. There is a new head of the agency. Normally we 
would withdraw authority from an agency to operate under de legated 
authority and take over the work ourselves of seeing to it that those 
things are done; but in this particular case, with the new head of the 
agency moving in to take action himself, we did not feel it would be 
quite fair to lower the boom on him. 

Mr. Tuomas. What did you do about this instance? 

Mr. Puitures. Wait a minute. Let us get the facts on the record. 
What happened was that the new head of the agency moved in. He 
suspended these employees. ‘The suspension expires tomorrow, as I 
understand. What have you done to support the head of the agency? 
Nothing. That is the simple answer. That is right; is it not? 

Mr. THomas. As a matter of fact, you held what they did was 
legal; that they had a right to do it in this particular instance; did 
you not? 

Mr. Epwarps. No, sir 

Mr. Puitires. We will have the opinion up here in a few minutes. 
Sut the fact of the matter is that in the hearing before the ODM, the 
hearing atmosphere has been antagonistic to the agency trying to do 
something about it. I do not know what the decision is going to be; 
I am talking about the atmosphere. I do not think the decision has 
been handed down, and it has to be handed down before tomorrow 
or else these people go back to work. I suppose the suspension could 
be continued by further action on the part of the Rent Stabilization 
Ageney. Ido not know for sure. 

Now, what have you done? That is a simple question. The 
answer is you have not done anything. 
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Mr. Epwarps. It is a question of our legal authority in this case 
Mr. Patiures. If you have no legal authority 


, you do not need all 
of the money you get from us. 


If you cannot do anything about 
situations like that, it is the most foolish thing in the world for this 
committee, which deals with money, to give vou money with the 
expectation that you are going to do something about correcting such 
conditions in the civil service. 

Mr. Tuomas. Did you not hold in that opinion that they had a 
legal right to do what they did do, and that they were permanent 
employees? I have not seen your opinion. You did not have the 
courtesy to send us a copy, even though I understand it was issued a 
week or 10 days ago. 

Mr. Puiturps. Let us wait until we get it. In the meantime, Mr. 
Young, you see you have some problems down there. 

Mr. Young. That is why I am here 

Mr. Tuomas. We do not expect you to straighten them out right 
awa 

Mr. Puituirs. No. But we do not expect you to get money and 
not do something about these things. 

Mr. Younae. We have a joint operation. 


REPORT OF THE CIvIL SERVICE Commission Witu Resrecr tro Lump 
Sum LEAVE PAYMENTS 


Mr. Paiuurps. T think IT will let Mr. Thomas inquire about this. 

We will interrupt the hearing for just a minute until we look over 
this lengthy opinion on the subject. 

Mr. THomas. Maybe Mr. Young would like to see a copy of this, too. 

Mr. Youna. I have not seen a copy of it. 

Mr. Puruures. We will insert the report in the record at this point. 

(The report follows: 


REPORT OF THE CiviL Service Commission With Respect to Lump-Sum 


LEAVE PAYMENTS TO EMPLOYEES OF THE OFFICE OF RENT STABILIZATION IN 
1950 
The Commission has completed its review of the action taken in 1950 bv the 


Office of the Housing Expediter (now the Office of Rent Stabilization) whereby 


certain permanent emplovees were (1) separated under reduction-in-force pro- 
cedures and given lump-sum annual leave payments, (2) reemploved in the same 
positions under temporary appointments the following day, and subsequentl) 
given permanent appointments by reinstatement Initially all employees of the 
ageneyv were given reduction-in-forece notices because t ageneyv would have 
expired on June 30, 1950, if its life had not been extended by Congress on June 23, 
1950. Manv of the emplovees received cancellations of their reduction-in-force 
notices after legislation was enacted xt ling the life of the ageneyv and appro- 
priating funds for its use. This report is limited to some 53 persons who partici- 
pated in the plan to be separated and receive lump-sum leave payments and to I 
reh red on a temporary basis 

The question raised by your committee as to the propriety of the lump-su 
leave payments primarily is one for the General Accounting Office inasmuch as the 
basie issue involves a Federal pay matter However, as the series of actions 
taken by the Office of Rent Stabilization were effected through improper use o 


the Commission’s regulations, the Commission recognizes its share of responsibilit 


in TI Is CASE 

As you know. the Comptroller General has conducted a thorough investigatio 
of the lump-sum payments made and has s ibmitted to vour ¢ mittee a re port 
ff that investigation. In that report the Comptroller General stated that the 


temporary appointmer! ts given to these emplovees, 2S we ll as their subsequent 
pe I 


Dv reinstatements, were 1 t in fact bona fide appoint 
ments. The Commission agrees with this statement of the Comptroller General 


manent appou tments 
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2 is as follows 


ling a letter to the heads of all Federal agencies which 
ibility of the agencies and the Commission in the proper 
ivil Service Act, rules, regulations, and other laws relating 
npha } iris n which the Comptroller General 
atte? We are again urging the head of each agency 
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C. L. Epwarps, 
Executive Director. 








Mr. Puintups. On pa > vou repeat approximately what was in 
the p 1 testimony 
| ( i 

{ i 

Vi ! cle | Lo hy tay o 

Mr. Youn haps Mr. Meloy can tell you. He is the chief law 
offi ( fol I ‘ ) Is 

Mr. Mrnoy. In no place in this report do we touch on the fact 
{ bb INCIVI | hy ll og O l out. 

What wv have held un ly rep is that the transactions were not 
| naficde HH Vii fou qi that they were hot bonafide, had i 
COUrse of wtion tO 1 uke vith respect to the individuals We found 
that the individual as the are now on the rolls are carried as pe rma- 
nent ¢ ip! Vé it) 

Having found th V are or were hot bonatide t ansa tions. we could 
wipe out all of the subsequent personnel actions and reinstate them 
back as bonafid nplovees at the begmnpinge of this transaction. 

We then came across the sol ILlOn tha the Con ptrollet ( eneral ha | 
devi ed n me thod for recovering money ior t hae Ly nehit of the Govern- 
ment, so | h id a cise iIssion with Mii Lic ller of that ollice as to whethe r 
or ho in the best interests of the Government, we should wipe out al! 
of thre subs quent person e| actions whi h WoO id restore them back 


to their original position of permanence, which would v1lve them an 
opportunity tnen to pas back their | imp sum leave 4 be credited and 
then at some future date go out of the Federal service and receive a 
larger sum of money th in they would receive ll we lk ave these people 
in exactly the same circumstances as they are now 

I think the General Accounting Office agreed with me; since they 
were going to recover back for the benefit of the Government any 
monies overpaid, that it would be best for the Civil Service Commis- 
sion to leave them sit where they are and then the Comptroller General 
could carry out his arrangement to recover. 

As to the agency, we could of course take away the delegated power 
and make personnel actions and impose a penalty on the agency. 

Mr. Tuomas. We are talking about the individuals. What did 
you do with them? 

Mr. Mretoy. The three individuals who are primarily responsible, 
those who have instigated this plan, have been moved against by the 
agency under a letter of charges and have had a hearing growing into 
some 10 days, I believe. 

Mr. Puiturps. The suspension expires tomorrow; am I right? 
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Mr. Mrnroy. I think so, but there are arrangements by the agency 


people, Mr. Meloy. We do not 


he field of technicalities. 


Mr. Puruurps. We ar very simp] 
inderstand all this wandering around, all over 
Mr. Tuomas. I still 
\I Puinturps. That is exacth he point, Mr. Thomas. We have 


to have it in simple ian 1a Here are people who entered into A 


ao not Know what 10 1S 


conspirae to defraud the Government ol the nited states Did 
Vou or id of them? 
Nii Nl 0 VO, l 
N [’ s. Ye ( n he answer Is you 
cil¢ Ot ep \ ( 
M P} iPS a ne mea tI » them no have vou 
y O c r civil-sei mplovees from trying 
{ »> 7 i tT) 
I th fferently than 1 [ think we have done 
I i FAQ) ~ ) ( ) M aay p riod In 
! lel th had heen 
rrre th ‘ S i this conaltion 
( 
N | »M \ hat did you do out it when it first came 


Nir PHI S L have ol person at a time We are vetting 


el t a | e committer ep ! 
\r Vi" ti question. Nf \I lO \\ Vy not ao somethine about it 
( Wi \ | mpens ilti 
\ \1 | | ‘ ‘ ( 4 } , wl 
il iLELOY i ti | 1] Oo the Commission to determine what 
ent action tl oinge to take against each individual. 
\ ras W al na 1 t! e peop! who were the instigators 
; . Oth ho participated probably participated, not 
I : ( I O] tun was iven to 
| \ S lisecovered that Mrs 
4 
> ‘ ' — 
\leLO c ll emoved admil tract by the agency. 
N ee ON If vo Chil Da Wi to steal money and vou show 
hoy o do it and | do too, they will move against me becaus | 
\I Pry ) move ns mvone Chey say if 
ul hap 2 O adel OvVvIng a the next person 
? ( I ( a Co LIMLIs On, O! how 
Si Hat t Ss and 3 the itegritv and the 
; 1 ; 
( veh tt \ | ) } ci to the eivil service and the 
| - > (7OVe ey 
\ vy more « 
\] | MAS \] { V1 | ould |i] t< find out abou this. 
[ have ne n this O1 I would like to take this to the office and 
study it i would JUSt IIlKeE o know what the position of the Civil 
Service Commission is in just 2 or 3 short sentences. This is three 
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Mr. Puiturps. I will read it to you in three sentences on page 4 


it the bottom: 


In view of the foregoing, the Commission is of the op n that? eful purpose 
ld be served by requesting the Office of Rent Sta nat to rrect the 
personnel actions in these cases 


Mr. Mexoy. That is exactly right 
Mr. Putuiips. No useful purpose—not even to establish the fact 
among civil-service employees that an illegal action is going to meet 
with some reaction on the part of the Civil Service Commission’ 
Mr. Mrnoy. If we canceled all of the personnel actions subsequent 


to the reduction in force and reinstated these people as they were in 


the beginn ne, before the scheme operated, it would interfere with 
the plan of the Comptroller to recover money for the benefit of thi 
Government and would enable some of these peo] la who have received 
promotions since that time, or increases in pay, to take money addi- 
ionally away from the Government , 

I have discussed this with the GAO as to whether or not we should 
ipe out those personnel action or whether we should let them lie 

they now are, so that the General Accounting Office can carry out 
its plan Oo recoy Ol for the Government 

Mr. Puiu Why do vou sav that if vo = 
his could not | rvered a n ill aD bi Go a 
ent? 

Mir. Meroy. I don’t 

\Ir. Puiuures. Yo lso. You owe : ny 


Lf és ‘ Ct 1e 
Ue Lu the het 7 I tne 
mney h recely | olf tt . , { 
Hi ill nip the ¢ ! rut mo ) re 
Wi thin] | ) ) l ' 
OULd enel I [] ( S 
oucht ) ynd i }) 

\I HOM And left o1 ary » .G n r 
Vi out her I ( ( I { ( | | ('om- 
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\I \I “ ; 

| nst 
| HON a» hy ) r 

Mir \LeLo By thy } 

\ir. THom What is tl (i Q Com , 

Mr. Mrzoy. The Civil S e Com ) 0 


encyv adoes, 


Mr. Tuomas. You post-a ilited their records and vou did not even 
find it If vou found tt you did not : ee ci 


invbodv. 
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